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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 29, 2009

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 001-15181

FAIRCHILD SEMICONDUCTOR
INTERNATIONAL, INC.

(Exact name of registrant as specified in its chaeir

Delaware 04-3363001
(State or other jurisdiction of (I.R.S.Employer
incorporation or organization) Identification No.)

82 Running Hill Road
South Portland, Maine 04106

(Address of principal executive offices, includingip code)

Registrant’s telephone number, including area code(207) 775-8100

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the past@@s. Yes No O

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&3 No [

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company (as defined in Rule 12b-2 of the Exchangg. A

Large Accelerated file Accelerated filel O
Non-accelerated file [ Smaller reporting compar O
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No

The number of shares outstanding of each of theissclasses of common stock as of the close sifibas on
March 29, 2009:

Title of Each Class Number of Shares

Common Stock 123,834,52¢
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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statements

FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
CONSOLIDATED BALANCE SHEETS
(In millions)

ASSETS

Current asset:
Cash and cash equivalel
Shor-term marketable securitit

Accounts receivable, net of allowances of $31.0%868l1 at March 29, 2009 and December 28, 20

respectively
Inventories
Deferred income taxes, net of allowan
Other current asse
Total current asse
Property, plant and equipment, |
Deferred income taxes, net of allowan
Intangible assets, n
Goodwill
Long-term securitie:
Other asset
Total asset

LIABILITIES, TEMPORARY EQUITY AND STOCKHOLDERS
Current liabilities:
Current portion of lon-term debt
Accounts payabl
Accrued expenses and other current liabili
Total current liabilities
Long-term debt, less current portir
Deferred income taxe
Other liabilities
Total liabilities
Commitments and contingencies (Note
Temporary equit—deferred stock unit
Stockholder equity:
Common stocl
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive i
Less treasury stock (at co

Total stockholdel' equity

Total liabilities, temporary equity and stockhols’ equity

" EQUITY

See accompanying notes to unaudited consolidataddial statements.

3

December 2€

March 29,
2009 2008
(unaudited)
$ 352.¢ $ 351t
0.7 0.8
112.5 155.¢
206.< 231.C
15.5 11.7
21.¢ 28.%
709.¢ 778.¢
707.z 731.€
7.7 7.3
97.¢ 102.1
161.7 161.7
33.¢ 34.€
32.€ 33.€
$1,750.¢ $ 1,849.¢
$ < $ 5.3
71.2 94.4
67.€ 94.4
144.% 194.1
528.¢ 529.¢
34.C 33.C
31.€ 32.€
738.t 789.¢
2.2 2.8
1.2 1.3
1,392.: 1,389.(
(335.]) (284.0)
(9.6) (10.5)
(38.7) (38.7)
1,010.( 1,057..
$1,750.¢ $ 1,849.¢
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share and percent data)

Total revenue
Cost of sale:

Gross margir
Gross margin ¢

Operating expense

Research and developmt

Selling, general and administrati
Amortization of acquisitio-related intangible
Restructuring and impairmer

Total operating expens
Operating income (los

Other expense, n
Income (loss) before income tax

Provision (benefit) for income tax
Net income (loss

Net income (loss) per common she
Basic

Diluted

Weighted average common shal
Basic

Diluted

See accompanying notes to unaudited consolidataddial statements.

(Unaudited)
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Three Months Ended

March 29,

2009
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In millions)
(Unaudited)
Three Months Ended
March 29, March 30,
2009 2008
Net income (loss $ (51.)) $ 17.1
Other comprehensive income (loss), net of
Net change associated with hedging transac 0.1 (7.5)
Net amount reclassified to earnings for hedg 1.€ 0.¢
Net change associated with unrealized holding dossharketable securities and investme (0.9 (3.6
Net change associated with pension transac (0.7)
Comprehensive income (los

$ (50.2) $ 6.8

See accompanying notes to unaudited consolidataddial statements.
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions)
(Unaudited)

Cash flows from operating activitie
Net income (loss
Adjustments to reconcile net income (loss) to mshcprovided by operating activitie
Depreciation and amortizatic
Non-cash stoc-based compensation expel
Non-cash restructuring and impairment expe
Non-cash interest incorr
Non-cash financing expen:
Deferred income taxes, n
Changes in operating assets and liabilities, natqtiisitions
Accounts receivable, n
Inventories
Other current asse
Current liabilities
Other assets and liabilities, r
Net cash provided by operating activit
Cash flows from investing activitie
Purchase of marketable securi
Sale of marketable securiti
Maturity of marketable securitie
Capital expenditure
Proceeds from sale of property, plant and equipt
Purchase of molds and toolil
Acquisitions
Net cash used in investing activiti
Cash flows from financing activitie
Repayment of lor-term debi
Proceeds from issuance of common stock and fromtiseeof stock options, n
Purchase of treasury sto
Net cash used in financing activiti
Net change in cash and cash equival
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

See accompanying notes to unaudited consolidataddial statements.

6

Three Months Ended

March 29, March 30,
2009 2008
$ 511 $ 174
37.€ 33.1
2.€ 6.9
0.8 —
(0.2) —
0.4 04
(3.6) 14
43.1 (11.6)
24.7 (5.6)
6.€ 12.¢€
(40.6) (15.7)
(0.€) (0.2)
19.4 38.4
(0.2) (3.5)
0.3 5.C
0.1 0.1
(14.9) (30.7)
— 0.1
(0.€) (0.4)
(1.E) —
(16.9) (29.4)
(1.3) (0.9
— 1.9
— (2.0)
(1.9) (1.0)
1.3 8.C
351.t 409.(

$ 352.¢ $ 417.(
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FAIRCHILD SEMICONDUCTOR INTERNATIONAL, INC. AND SUB SIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 — Basis of Presentation

The accompanying interim consolidated financiaesteents of Fairchild Semiconductor Internationad, I(the company) have been prepared
in conformity with accounting principles generadlgcepted in the United States of America, condigteall material respects with those
applied in the company’s Annual Report on Form 1fkKthe year ended December 28, 2008. The inténamcial information is unaudited,
but reflects all normal adjustments, which arehimopinion of management, necessary to provider atatement of results for the interim
periods presented. During the first quarter of 2088 company recorded approximately $1.9 millibadjustments to previously recorded
estimates which increased gross margin by apprdrign&0.8 million and reduced selling, general addinistrative expense by
approximately $1.1 million. The cumulative effetioese adjustments is deemed immaterial. The fiahstatements should be read in
conjunction with the financial statements in thenpany’s Annual Report on Form 10-K for the yeareth®ecember 28, 2008. Certain
amounts for prior periods have been reclassifiezbtdorm to the current presentation. The resoltsHe interim periods are not necessarily
indicative of the results of operations that mayekpected for the full year.

The preparation of financial statements in conféymiith accounting principles generally acceptethia U.S. requires management to make
estimates and assumptions about future eventse@stisnates and the underlying assumptions atfiecatnounts of assets and liabilities
reported, disclosures about contingent assetsiapititles, and reported amounts of revenues ampeteses. Such estimates include the
valuation of accounts receivable, inventories, gathdinvestments, intangible assets, and othegitived assets, legal contingencies, and
assumptions used in the calculation of income taxelscustomer incentives, among others. These &stinand assumptions are based on
management’s best estimates and judgment. Manag@wvednates its estimates and assumptions on asirangasis using historical
experience and other factors, including the cureenhomic environment, which management believée teeasonable under the
circumstances. The company adjusts such estimateassumptions when facts and circumstances ditiiaaid credit markets, volatile
equity, foreign currency, and energy markets, axdides in consumer spending have combined to &seréhe uncertainty inherent in such
estimates and assumptions. As future events aidefiiects cannot be determined with precisionyaktesults could differ significantly from
these estimates. Changes in those estimates ngsfitim continuing changes in the economic envireninwill be reflected in the financial
statements in future periods.

Note 2 — Financial Statement Details

March 29, December 2€
2009 2008
(In millions)
Inventories, ne
Raw materials $ 30.1 $ 43.C
Work in proces: 110.1 108.4
Finished good 66.1 79.€
$ 206.: $ 231.(
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March 29, December 2€
2009 2008
(In millions)
Property, plant and equipme

Land and improvemen $ 241 $ 24.1
Buildings and improvemen 327.( 325.7
Machinery and equipme 1,596.¢ 1,591.¢
Construction in progres 64.2 67.€
Total property, plant and equipme 2,012.; 2,009.(
Less accumulated depreciati 1,305.( 1,277«
$ 707.2 $ 731k

March 29, December 2€

2009 2008
(In millions)
Accrued expenses and other current liabili

Payroll and employee related accrt $ 26.C $ 35.¢
Accrued interes 5.€ 7.8
Taxes payabl 5.4 8.5
Restructuring and impairmer 4.8 13.2
Other 26.C 28.¢
$ 67.¢ $ 94 .4

Note 3 — Computation of Net Income (loss) per Share

Basic net income (loss) per share is computed ubmgveighted average number of common sharesaodisiy during the period. Diluted r
income (loss) per share is computed using the weigliverage number of common shares outstandimggdiine period, plus the dilutive
effect of potential future issuances of commonlstetating to stock options and other potentiallytilye securities. Potentially dilutive
common equivalent securities consist of stock otiperformance units (PUs), deferred stock ubi8l{s), and restricted stock units
(RSUs). In calculating diluted earnings per shtre dilutive effect of stock options is computeithgshe average market price for the
respective period. Certain potential shares ottrapany’s outstanding stock options were excludathbse they were arttilutive, but coulc
be dilutive in the future. The following table sétsth the computation of basic and diluted earsipgr share.

Three Months Ended

March 29, March 30,
2009 2008
(In millions, except per
share data)
Basic:
Net income (loss $ (51.)) $ 171
Weighted average shares outstant 123.€ 124.2
Net income (loss) per sha $ (0.4]) $ 0.14
Diluted:
Net income (loss $ (51.]) $ 171
Basic weighted average shares outstan 123.¢ 124.4
Assumed exercise of common stock equival — 0.7
Diluted weighted average common and common equivaleare: 123.¢ 125.1
Net income (loss) per sha $ (0.4]) $ 0.14
Anti-dilutive common stock equivalents, r-vested stock, DSUs, RSUs, and F 21.2 19.7

8
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In addition, the computation of diluted earnings gieare did not include the assumed conversiohe$% Convertible Senior Subordinated
Notes (Notes) because the effect would have bei-dilutive for the three months ended March 30, 2008a result, $2.8 million of interest
expense was not added back to the numerator fopéhiend. In addition, potential common shares.@fr@illion were not included in the
denominator. The Notes did not impact the threetimoanded March 29, 2009 as they were redeeméa iseicond quarter of 2008.

Note 4 — Supplemental Cash Flow Information

Three Months Ended

March 29, March 30,
2009 2008
(In millions)
Cash paid for
Income taxe: $ 13 $ 4.C
Interest $ 7.6 $ 6.8

Note 5 — Financial Instruments

Fair Value of Financial Instrumentin accordance with Statement of Financial Accountandards (SFAS) 15Fair Value Measurements
the company groups its financial assets and lisslimeasured at fair value on a recurring basilsriee levels, based on the markets in which
the assets and liabilities are traded and thehitiaof the assumptions used to determine falugaThese levels are:

e Level 1-Valuation is based upon quoted market price fontidal instruments traded in active marki

e Level 2 —Valuation is based on quoted market prices forlainmstruments in active markets, quoted pricesdentical or simila
instruments in markets that are not active, andahbdsed valuation techniques for which all sigmifit assumptions are
observable in the marke

* Level 3 — Valuation is generated from model-bagetiniques that use significant assumptions notreabke in the market.
Valuation techniques include use of discounted dasihhmodels and similar technique

In accordance with FAS 157, it is the company’sqgyolo maximize the use of observable inputs andimize the use of unobservable inputs
when developing fair value measurements. Whenalail the company uses quoted market prices toureéar value. If market prices are
not available, the fair value measurement is baseghodels that use primarily market based paramételuding interest rate yield curves,
option volatilities and currency rates. In certaases where market rate assumptions are not aeaithb company is required to make
judgments about assumptions market participantdduee to estimate the fair value of a financiatinment. Changes in the underly
assumptions used, including discount rates andhass of future cash flows could significantly afféhe results of current or future values.
The results may not be realized in an actual saiemediate settlement of an asset or liabilitye elow for further discussion of the fair
value of the company’s derivatives and Note 6 fotHfer discussion of the fair value of the comparsgcurities.

Derivatives. The company uses derivative instruments to manggeseres to changes in foreign currency exchartgs end interest rates. In
accordance with SFAS 13&¢counting for Certain Derivative Instruments aner@ain Hedging Activitiesthe fair value of these hedges is
recorded on the balance sheet. All of the compaahgtssatives are traded in over-the-counter mankétsre quoted market prices are not
readily available. For those derivatives, the comypaeasures fair value using prices obtained fitoencounterparties with whom the
company has traded. The counterparties price theatizes based on models that use primarily maokservable inputs, such as yield cur
and option volatilities. Accordingly, the comparigssifies these derivatives as Level 2.

The company is exposed to credit-related loss#seirrvent of non-performance by counterpartiestiging instruments. The counterparties
to all derivative transactions are major finanaigtitutions with investment grade credit ratingewever, this does not eliminate the
company’s exposure to credit risk with these inftins. This credit risk is generally limited taethnrealized gains in such contracts should
any of these counterparties fail to perform asemtéd. The company considers the risk of countgrgifault to be minimal.

9
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The following table presents the balances of agseddiabilities measured at fair value on a reagrbasis as of March 29, 2009.

Fair Value Measurements

Quoted Prices
Significant
in Active Other Significant
Markets for Observable Unobservable
Identical
Liabilities Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In millions)
Foreign Currency Derivative
Assets $1.1 $ — $ 11 $ —
Liabilities (3.9 — (3.9) —
Interest Rate Swa (5.7) — (5.7) —
$(8.4) $ — $ (84 $ —

Foreign Currency DerivativesThe company uses currency forward and combinagiioo contracts to hedge a portion of its foreahste
foreign exchange denominated revenues and expérfsesompany monitors its foreign currency expostwemaximize the overall
effectiveness of its foreign currency hedge posgticCurrencies hedged include the euro, Japanes®dippine peso, Malaysian ringgit,
Korean won and Chinese yuan. The company’s obgsfior holding derivatives are to minimize the sisising the most effective methods to
eliminate or reduce the impacts of these exposures.

Changes in the fair value of derivative instrumestated to time value are included in the assessoféehedge effectiveness. Hedge
ineffectiveness, determined in accordance with SEB%and SFAS 13&ccounting for Certain Derivative Instruments aner@ain Hedging
Activities— an amendment of FASB Statement 1@ not have a material impact on earnings ferttiree months ended March 29, 2009 and
March 30, 2008. No cash flow hedges were derecegniz discontinued during the three months endeativia9, 2009 and March 30, 2008.

Derivative gains and losses included in other cahensive income (OCI) are reclassified into eamatgthe time the forecasted transaction
is recognized. The company estimates that theee®#r6 million of net unrealized derivative losgeduded in OCI will be reclassified into
earnings within the next twelve months.

The company also uses currency forward and combmaption contracts to offset the foreign curremmopact of balance sheet translation.
These derivatives have one month terms and thalifatr value, if any, and the subsequent gainlesses on the change in fair value are
reported in earnings within the same incomes stté¢time as the impact of the foreign currency station.

Interest Rate Derivative The company’s variable-rate debt exposes the coynwavariability in interest payments due to changeinterest
rates. The company uses a forward interest ratp tovaitigate the interest rate risk on a portibitovariable-rate borrowings in order to
manage fluctuations in cash flows resulting froraraies in interest rates on variable-rate debt.

Effectiveness of this hedge is calculated by corngathe fair value of the derivative to a hypothatiderivative that would be a perfect hedge
of floating rate debt. The value of the hedge aéption was zero and there was no ineffectivengss Barch 29, 2009.

Derivative gains and losses included in OCI aréassified into earnings at the time the forecastasaction is recognized. There are
currently $5.7 million of unrealized losses incldde OCI. The amounts are subsequently reclassifiedinterest expense as a yield
adjustment in the same period in which the relatggtest on the floating-rate debt obligations etffearnings.

The table below shows the notional principal arelltitation and amounts of the derivative fair valirethe statement of operations and the
consolidated balance sheet as of March 29, 200®Dacdmber 28, 2008. Pursuant to Financial Accogritandards Board (FASB) Financ
Interpretation (FIN) 390ffsetting of Amounts Related to Certain Contracts Interpretation of APB 10 and FASB Statemeht, 1be
company nets the fair value of all derivative fioiah

10
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instruments with counterparties for which a magstgting arrangement is utilized. The notional ppatamounts for these instruments

provide one measure of the transaction volume andiéng as of year end and do not represent the mnabthe company’s exposure to credit

or market loss. The estimates of fair value arethasn applicable and commonly used pricing modsitsguprevailing financial market
information as of March 29, 2009 and December 2882 Although the following table reflects the maial principal and fair value of
amounts of derivative financial instruments, it slo®t reflect the gains or losses associated Wwilekposures and transactions that these
financial instruments are intended to hedge. Theuarts ultimately realized upon settlement of tHesencial instruments, together with the

gains and losses on the underlying exposures ejfledd on actual market conditions during the remgilife of the instruments.

The following tables present derivatives designatetiedging instruments under SFAS 133.

Derivatives in Cash Flow Hedg
Related to Existing Assets and Liabiliti
Interest rate contra

Derivatives in Cash Flow Hedg

Related to Forecasted Transacti

Foreign exchange contrac
Derivatives for forecasted revent
Derivatives for forecasted revent
Derivatives for forecasted expens
Derivatives for forecasted expent

Total of derivatives in a net liability positic
Positions no longer open at quarter
Positions no longer open at quarter

Total of positions no longer open at quarter

Derivatives in Cash Flow Hedg
Related to Existing Assets and Liabiliti
Interest rate contra

Derivatives in Cash Flow Hedg

Related to Forecasted Transacti

Foreign exchange contrac
Derivatives for forecasted revent
Derivatives for forecasted expens
Total of derivatives in a net liability positic

Positions no longer open at quarter
Positions no longer open at quarter

Total of positions no longer open at quarter

For the Three Months Ended March 29, 2009

Amount of Amount of Income Amount of
Gain Gain Statement Gain (Loss)
Income (Loss) (Loss) Classification
Notional Statement Recognizet  Recognize( of Gain (Loss) Reclassifiec
Balance Sheet Fair Classification Reclassified
Classification Amount  Value of Gain (Loss)  In Income In OCI from OCI from OCI
(In millions)
Current liabilitie:  $ 150.C $ (5.7) Interestexpen: $ 12 % (5.7) Interest expen: $ 13
Current asset $ 302 $ 15 Revenue $ — $ 1.E  Revenue $ —
Current liabilitie 3.6 (0.1) Revenue — (0.1) Revenue —
Current asset 29.€ (0.4) Expense: — (0.4) Expense! —
Current liabilitie: 46.C (3.8) Expense: — (3.8) Expense! —
$ 109.5 $ (2.9 $ = $ (2.8) $ =
Revenue $ 1.1 $ — Revenue $ 1.1
Expense: (3.6) — Expense: (3.9
$ 25 $ — $ (29
For the Year Ended December 28, 2008
Amount of Amount of Income Amount of
Gain Gain Statement Gain (Loss)
Income (Loss) (Loss) Classification
Notional Statement Recognizet  Recognize( of Gain (Loss) Reclassifiec
Balance Sheet Fair Classification Reclassified
Classification Amount  Value of Gain (Loss)  In Income In OCI from OCI from OCI
(In millions)
Current liabilitie:  $ 150.C $ (6.0) Interestexpen: $ 22 $ (6.C) Interest expen: $ (2.2
Current liabilitiec $ 40.C $ 0.5 Revenue $ 0.1 $ 0. Revenue $ —
Current liabilitie: 92.C (4.6) Expense: (0.7) (4.€) Expense! —
$ 132.C $(4.0 $ 0.2 $ (4.1 $ =
Revenue $ 21 $ — Revenue $ (2.3)
Expense: (8.€) — Expense: (8.6
$ (10.7) $ — $ (10.7)

The following tables present derivatives not deaigd as hedging instruments under SFAS 133.

11
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Derivatives in Cash Flow Hedges Relate
to Existing Assets and Liabilities
Foreign Exchange Contrac
Derivatives related to existing ass
Derivatives related to existing liabiliti¢

Total of derivatives in a net liability positic
Positions no longer open at quarter
Positions no longer open at quarter

Total of positions no longer open at quarter

Derivatives in Cash Flow Hedges Relate
to Existing Assets and Liabilities

Foreign Exchange Contrac
Derivatives related to existing ass
Derivatives related to existing liabiliti¢
Total of derivatives in a net liability positic
Positions no longer open at year ¢
Positions no longer open at year ¢
Total of positions no longer open at year

Note 6 — Securities

For the Three Months Ended March 29, 2009

Income Statemen

Amount of Gain

Notional (Loss) Recognize
Balance Sheet Classification of
Classification Amount Fair Value Gain (Loss) In Income
(In millions)
Current liabilitie: $ 7.1 $ 01 Revenue $ 0.1
Current liabilitie: 6.2 — Expense! —
$ 13.c $ 01 $ 0.1
Revenue $ 0.7
Expense! (1.2
$ (0.5)

For the Year Ended December 28, 2008

Income Statemen

Amount of Gain

Notional (Loss) Recognize
Balance Sheet Classification of
Classification Amount Fair Value Gain (Loss) In Income
(In millions)
Current liabilitie: $ 10.¢ $ & Revenue $ 0.3
Current liabilitie: 14.2 (0.2 Expense! (0.2
$ 25.2 $ 0.1 $ 0.1
Revenue $ (1.5
Expense! (5.9
$ (7.0

The company invests excess cash in marketableiseswonsisting primarily of commercial paper, porate notes and bonds, and U.S.

government securities. While the company still B@dction rate securities, the company no longgvredg invests in them.

All of the company’s securities are classified aailable-for-sale. In accordance with SFAS 1AB¢counting for Certain Investments in Debt
and Equity Securitiesavailable-for-sale securities are carried atfalue with unrealized gains and losses includes @amponent of OCI
within stockholders’ equity, net of any related tffect, if such gains and losses are consideragdeary. Realized gains and losses on these
investments are included in interest income an&es@. Declines in value judged by management tiher-than-temporary are included in
impairment of investments in the statement of ojp@mna. For the purpose of computing realized gaimd losses, cost is identified on a
specific identification basis.

The following table presents the amortized costestinated fair market value of available-for-ssdeurities by contractual maturity as of
March 29, 2009.

Amortized Market
Cost Value
(In millions)

Due in one year or le: $ 07 $ 0.7
Due after one year through three ye 0.2 0.2
Due after three years through ten ye 1.1 1.2
Due after ten yeal 33.C 32.4
$ 35.C $34.F

12
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As of March 29, 2009, auction rate securities witlmarket value of $31.7 million are included in thkle above in contractual maturities due
after ten years. The company’s auction rate séesii@ire composed of approximately $23.0 milliosedurities that are structured obligations
of special purpose reinsurance entities assocwithdife insurance companies and $8.7 million ofgorate debt securities issued by a sp
purpose financial services corporation that ofteeslit risk protection through writing credit deatives. The company continues to accrue
receive interest on these securities based onteactunal rate.

Under SFAS 157, the company groups securities medsi fair value on a recurring basis in threelgevbased on the markets in which the
assets are traded and the reliability of the astiompused to determine fair value. (See Note Sudher discussion of the fair value
hierarchy under SFAS 157.)

Level 1 securities include those traded on an aaikchange as well as U.S. Treasury, and otherddy@rnment and agency-backed
securities that are traded by dealers or brokeastive over-the-counter markets. The company baseourities classified as Level 2. The
securities classified as Level 3 are auction rateisties.

The fair value of securities is based on quotedketgsrices at the date of measurement, excepuidian rate securities. The auction rate
security market is no longer active and as a rékate is no observable market data for thesesadsait value estimates are based on
judgments regarding current economic conditiomgiidlity discounts and interest rate risks. Thesienases involve significant uncertainti

and judgments and cannot be determined with paatigis a result such calculated fair value estimatay not be realizable in a current sale
or immediate settlement of the instrument. In addjtchanges in the underlying assumptions usédeirfiair value measurement technique,
including discount rates, liquidity risks, and esttes of future cash flows could significantly affthese fair value estimates.

The company performed its own discounted cash {D@F) calculation to determine the estimated failue of the auction rate securities.
The assumptions used in preparing the DCF modklded estimates for the amount and timing of futoterest and principal payments and
the rate of return required by investors to owrséhgecurities in the current environment. In makimege assumptions, relevant factors that
were considered included: the formula applicableach security which defines the interest rate tmidvestors in the event of a failed
auction; forward projections of the interest raéathmarks specified in such formulas; the liketyitig of principal repayments; the
probability of full repayment considering guarastéy third parties and additional credit enhancemprovided through other means. The
estimate of the rate of return required by investorown these securities also considers the dureenced liquidity for auction rate securiti
The inputs for the company’s DCF were based updnigy available data as well as the compangiwn estimates. The primary unobserv
input to the valuation was the maturity assumptitdrich ranged from six to twelve years dependinghenindividual auction rate security.
The maturity assumptions were based on the terrtteeainderlying instrument and the potential fatmecturing the auction rate security. In
the fourth quarter of 2008, the company concludhed the impairment of its auction rate securities wther-than-temporary and recognized a
loss of $19.0 million in the income statement.

The following table presents the balances of séesnmeasured at fair value on a recurring basef &arch 29, 2009.

Fair Value Measurements

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Identical Asset:
Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In millions)
Marketable securitie $ 2.8 $ 2.8 $ — $ —
Auction rate securitie 31.7 — — 31.7
$34.5 $ 2.8 $ — $ 31.7

The following table summarizes the changes in I8w&tcurities measured at fair value on a recutrasis for the three months ended
March 29, 2009.
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Auction Rate

Securities
(In millions)
Balance at beginning of peric $ 32.
Total realized and unrealized gains or (losses)

Included in other comprehensive inco (0.7)
Accretion of impairments included in net Ic 0.1
Purchases, issuances and settlenr —
Balance at end of peric $ 31.7

All investments in an unrealized loss position atrivh 29, 2009 have been in an unrealized lossipoddr less than twelve months.

Note 7 — Segment Information

Effective December 29, 2008 (first day of fiscahy@009), the company realigned its operating segsrend management structure and,
accordingly, its segment reporting. Two produceséimpreviously included in the Standard Productsu@meere transferred into our Mobile,
Computing, Consumer and Communications (MCCC) anddP Conversion, Industrial and Automotive (PClAdgps. The realignment
corresponds with the way the company manages tsiadss and was designed to reduce costs andd#iljteater customer intimacy by
moving from a product oriented structure to an @pibn based structure. The majority of the conyfmactivities have now been realigned
into two focus areas; MCCC, which focuses on handsmputing and multimedia applications, and PGlAjch focuses on power supply ¢
motor control solutions. Each of these segmentahatatively small set of leading customers, comitezhnology requirements and similar
design cycles. The Standard Discrete and Standaehi (SDT) business will continue to be manageadusgely as a third segment. All
segment reporting within management’s discussiaghamalysis has been restated to reflect this change

In addition, as a result of a company-wide simgidifion effort, the allocation of selling, generatiadministrative (SG&A) expenses to the
reporting segments was changed beginning in thedirarter of 2009. Starting in fiscal year 20Q8lyaledicated, direct SG&A spending by

the segments will be included in their operatingpime. All other corporate level SG&A spending i included in the corporate category.
Prior periods have been restated to reflect thésgh.

The following table presents selected operatingmsagy financial information for the three months ethdlarch 29, 2009 and March 30, 2008.
Historical amounts in the table below have beetassified to align with these new operating segiment
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Revenue and operating income (lo:
MCCC
Total revenue
Operating income (lost
PCIA
Total revenue
Operating incom:
SDT
Total revenue
Operating income (lost
Corporate
Restructuring and impairments expe
Stocl-based compensation expel
Selling, general and administrative expe
Total consolidate:
Total revenue
Operating income (los

Note 8 — Goodwill and Intangible Assets
The following table presents a summary of acquinéahgible assets.

Identifiable intangible asset
Developed technolog
Customer bas
Core technolog'
Assembled workforc
Process technoloc
Patents

Subtotal
Goodwill (1)
Total

As of March 29, 2009

Three Months Ended

March 29, March 30,
2009 2008
(In millions)
$ 97.7 $ 197.2

(4.9 45.¢
101.t 166.¢
3.C 29.4
24.1 42.5
(1.9 2.7
(6.7) (0.2)
(2.€) (6.9
(34.8 (44.0)

$ 223.: $ 406.:
$ (46.7) $ 26.¢

As of December 28, 2008

Gross Gross
Carrying Accumulated Carrying Accumulated
Period of
Amortization Amount Amortization Amount Amortization
(In millions)

2-15year $238.¢ (166.) $237.6 $ (161.)
8- 10 year 81.€ (61.9) 81.€ (60.7)
10 year 3.6 (0.8 3.¢ (0.7)
5 year: aL{e (0.6) 1.C (0.5)
5 year: 1.6 (0.7) 1.€ (0.6)
4 year 5.8 (5.9 5.¢ (5.9
332.¢ (235.0)  331. (229.5)

161.7 — 161.% —
$494.¢ (235.0 $493.0 $ (229.9

(1) The entire balance of goodwill is assignecheaMCCC product group. The realignment of the camg{saSFAS 131, Disclosures abot
Segments of an Enterprise and Related Informg, segment reporting did not impact the carrying amaf goodwill by segmen

The following table presents the estimated amditinsexpense for intangible assets for the remainfi2009 and for each of the five

succeeding fiscal years.
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Estimated Amortization Expense: (In millions)
Remainder of 200 $ 16.€
2010 22.Z
2011 18.C
2012 15.¢
2013 13.c
2014 54

Note 9 — Restructuring and Impairments

During the three months ended March 29, 2009, ¢tinepany recorded restructuring and impairment clsanget of releases, of $6.7 million.

The charges include $5.8 million of employee sefiaracosts, $0.3 million in lease impairment castg $0.2 million in releases associated
with the 2008 Infrastructure Realignment Prograihe €harges also include $0.8 million in asset impant costs associated with the 2009
Infrastructure Realignment Program.

During the three months ended March 30, 2008, ¢timepany recorded restructuring and impairment clsanget of releases, of $0.2 million.
The charges included $0.3 million of employee safian costs and $0.1 million in reserve releasé¢k hssociated with the 2007
Infrastructure Realignment Program.

The following table presents a summary of the @gtim the company’s accrual for restructuring amgairment costs for the three months
ended March 29, 2009 (in millions).

Accrual Accrual
Balance a Reserve Non- Balance a
New Cash Cash
12/28/200: Charges Paid Releast Iltems 3/29/200¢
2007 Infrastructure Realignment Progra
Employee Separation Cos $ 04 $ — $01) $— $— $ 0.2
2008 Infrastructure Realignment Progra
Employee Separation Co: 11.2 5.8 (14.0 (0.2 — 2.8
Lease Impairment Cos 1.5 0.3 (0.2 — — 1.€

2009 Infrastructure Realignment Progra
Asset Impairmen — 0.8 (0.9 —

$ 132 $ 6.5 %149 $(02 $08 $ 48

The company expects to substantially complete paywfethe remaining employee severance relateduasting accruals by the second
quarter of 2009. In addition, payouts associatetl thie lease impairment will be made on a regudaiband will be complete by the fourth
quarter of 2011.

At the end of the first quarter of 2009, the compannounced plans to close the Mountaintop, Pemasid manufacturing facility as well as
the four-inch manufacturing line in Bucheon, Sokitirea. The company anticipates that the consotidaif the South Korea fabrication
processes and the closure of the Mountaintop faeilill be completed by June 2010. The company etgt® incur restructuring charges for
these closures beginning in the second quarted@$.2

Note 10 — Contingencies

Patent Litigation with Power Integrations, IrOn October 20, 2004, the company and its wholly edvsubsidiary, Fairchild Semiconductor
Corporation, were sued by Power Integrations, ilmthe U.S. District Court for the District of Dedare. Power Integrations alleges that
certain of the company’s pulse width modulation (BWhtegrated circuit products infringe four Powstegrations U.S. patents, and seeks a
permanent injunction preventing the company fronmufacturing, selling or offering the products fatesin the U.S., or from importing the
products into the U.S., as well as money damaggsdst infringement. The company has analyzed tiveeP Integrations patents in light of
the company’s products and, based on that anatjeés not believe the company’s products violated?dntegrations’ patents. Accordingly,
the company is vigorously contesting this lawsuit.
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The company also petitioned the U.S. Patent andefnark Office for reexamination of all unexpiredgud claims asserted in the case (those
being all asserted claims from three of the fouepts asserted in the case; the fourth patentiped), and as a consequence the patent
office initiated reexamination proceedings on &lltmse claims. In the first half of 2008, in thetent office’s first formal correspondence
regarding the validity of the patents, all of thesserted claims were rejected by the patent officBecember 2008, the patent office issued
final rejections of 12 of 14 patent claims from tafathe three unexpired Power Integrations patdrits. patent office has twice issued
preliminary rejections of all claims asserted byvBplIntegrations in the third unexpired patent.

The trial in the case was divided into three phashs first phase, held in October 2006, was onrigément, the willfulness of any
infringement, and damages. On October 10, 200&ryar¢turned a verdict finding that thirty-threetbé company’s PWM products infringe
one or more of seven claims of the four patentsgrasserted. The jury also found that the companfrimgement was willful, and assessed
damages against the company of approximately $8#®miThe second phase of the trial, held in Seyiter 2007 before a different jury, was
on the validity of the Power Integrations paterdigl asserted. On September 21, 2007 a jury retinverdict in the second phase, finding
that the four Power Integrations patents assentéokel lawsuit are valid. The third phase of thal foegan on September 21, 2007, and coverec
the enforceability of the patents. On Septembe288, the court ruled on the third phase, findhmg the patents are enforceable.

On December 12, 2008, the judge overseeing theredseed the jury’s October 10, 2006 damages afwand approximately $34 million to
approximately $6 million, and ordered a new trialwhether the company willfully infringed Powerégtations’ asserted patents. The court
also issued a permanent injunction on a limited memof Fairchild’s products enjoining the compargni making, selling or offering to sell
the products in the U.S., or from importing thedarets into the U.S. The judge in the case has @ttyeinjunction while the company seel
longer stay from the U.S. Court of Appeals for Bezleral Circuit. The company voluntarily stoppe& \sales and importation of those
products in 2007 and now offers replacement pradwotridwide.

Final judgment in the case is not expected untidrahe new trial on willfulness, scheduled to Imeigi June 22, 2009. If the court in the new
willfulness trial finds that the company’s infringent was willful, the judge will have discretioniterease the final approximately $6 million
damages award by up to three times the amounedwrard. The judge in the case has also awardedrRotegrations pre-judgment interest.
It is also possible that the company could be reguio pay Power Integrations’ attorney’s fees. filn@l damages award and injunction are
subject to appeal and the company expects to ds#esral aspects of the litigation and to appeadeveral grounds at the appropriate time.
If the company chooses to appeal, the company wikély be required to post a bond or provide otbecurity for some or the entire amount
of the final damages award during the appeal psoces

On May 23, 2008, Power Integrations filed anotl&rduit against the company, Fairchild Semicondu€tmporation and the company’s
wholly owned subsidiary System General Corporaitiotihe U.S. District Court for the District of Delare, alleging infringement of three
patents. Of the three patents claimed in this l&wsuo are patents that were asserted againstdhmpany and Fairchild Semiconductor
Corporation in the October 2004 lawsuit describeova. As mentioned above, all claims assertedarfitht lawsuit from these two patents
have now received final rejections from the patdfitce. On March 20, 2009, the patent office grdritee company’s request for ex parte
reexamination of the claims from the third patesgeated in this lawsuit, having reached the commuthat the prior art presents substantic
new question” as to the validity of the asserteines. The company believes it has strong defergaiast Power Integrations’ claims and
intends to vigorously defend this second lawsuit.

On October 14, 2008, Fairchild Semiconductor Caapion and System General Corporation filed a patdrihgement lawsuit against Power
Integrations in the U.S. District Court for the Dist of Delaware, alleging that certain PWM intatgd circuit products infringe one or more
claims of three U.S. patents owned by System Gérdra lawsuit seeks monetary damages and an itiqumpreventing the manufacture,
use, sale, offer for sale or importation of Poweedrations products found to infringe the asseptadnts.

Patent Litigation with InfineorOn November 25, 2008, the company was sued bydofirTechnologies AG, Infineon Technologies Austria
AG, and Infineon Technologies North America Corpiorain the U.S. District Court for the District Bfelaware. Infineon alleges that the
company infringes five Infineon U.S. patents aneksea declaratory judgment that Infineon does moinige six Fairchild patents. On
November 28, 2008, the company answered the Infitemplaint with denials of their claims and thenpany's own counterclaims of
infringement. In the company’s counterclaim the pamy is asserting that certain Infineon produdtsrige one or more claims of six
Fairchild patents.
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On November 28, 2008, Fairchild Semiconductor Crapon also filed a separate infringement actioaiagt Infineon Technologies AG and
Infineon Technologies North America Corporatiorthe U.S. District Court for the District of MainalJeging that Infineon infringes two
Fairchild patents that Infineon did not raise ia telaware case.

Both Infineon and Fairchild are asking for unspecifmoney damages, including enhanced damagesiffol wmfringement, and a permane
injunction.

Other Legal Claims From time to time the company is involved in lggaceedings in the ordinary course of businebg. dompany believ:
that there is no such ordinary-course litigationgiag that could have, individually or in the aggmee, a material adverse effect on the
company’s business, financial condition, resultsdrations or cash flows.

The company has analyzed the potential litigatioit@mes from the company’s current litigation ic@clance with SFAS Fccounting for
ContingenciesWhile the exact amount of these losses is not kntlncompany has recorded net reserves for patditigation outcomes in
the consolidated statement of operations, based thgocompany’s assessments of the potentialitiabiging an analysis of the claims and
historical experience in defending and/or resoltimese claims. As of March 29, 2009, the compsiwglance for potential litigation outcor
was $6.7 million.

Note 11 — Long-Term Debt
Long-term debt consists of the following at:

March 29, December 28
2009 2008
(In millions)

Revolving Credit Facility borrowing $ 19. $ 19.4
Term Loan 514.% 515.¢
Total debt 533.¢ 535.2
Current portion of lon-term debt 5.2 5.3
Long-term debt, less current porti $ 528.¢ $ 529«

Note 12 — Acquisitions

On March 3, 2009, the company completed an aceidior approximately $1.5 million in cash. The aigition was made to augment the
company’s Analog Signal Path design resources Rmmbitfolio. The transaction was accounted forraasset purchase with the purchase
price allocated mainly to developed technology,olihs being amortized over the estimated usefeldff5 years.

Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

Except as otherwise indicated in this Quarterlydgepn Form 10-Q, the terms “we,” “our,” the “commpg’ “Fairchild” and “Fairchild
International” refer to Fairchild Semiconductordmtational, Inc. and its consolidated subsidiaireduding Fairchild Semiconductor
Corporation, our principal operating subsidiary. Wer to individual corporations where appropriate

Overview

In 2008, we saw the onset of the first global remesin 70 years. While this deep recession preggeat challenges, it also presents
opportunity. We are determined to use this recess#oa catalyst to accelerate our transition tigla-talue company by focusing on making
our customers successful, making innovation a swength and keeping our cost structure aheadeoéitirironment.

Our current business forecasting is hampered by feoward visibility, as our original equipment m&acturers and distributor end custon
become increasingly cautious in their booking digtiwWhile we cannot predict how long this down leywill last, we are proactively taking
actions to manage our business through it. We @irggdhis primarily through careful inventory anxbense management.
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We continue to manage our production output to matwd market demand and tightly control our inventdve reduced internal inventories
by $24.7 million in the first quarter of 2009.

We have taken aggressive cost reduction actionsdier to stay ahead of the economic environment.sBuctural improvements and fixed
cost reductions will enable us to leverage futmeimgs increases as we emerge from the recedgiese actions include plans to streamline
and consolidate wafer manufacturing by closingwafer manufacturing facility in Pennsylvania andsihg our four-inch manufacturing line
in South Korea. Most of the products currently nfantured in Pennsylvania will be transferred toeotimternal sites. Manufacturing
performed in the Korean four-inch line will be ted@rred to five and six-inch wafer fabs in Koreae ¥kpect that these changes will simplify
operations, improve productivity and reduce costs.

Effective the first quarter of 2009, we have readid our operating segments and management strustdreiccordingly, our segment
reporting. The realignment corresponds with the waymanage the business and was designed to redsiseand facilitate greater customer
intimacy by moving from a product oriented struettw an application based structure. The majofityuo activities have been realigned into
two focus areas; Mobile, Computing, Consumer anch@anications (MCCC) which focuses on handset comgund multimedia
applications, and Power Conversion, Industrial Aatbmotive (PCIA) which focuses on power supply amotor control solutions. Each of
these segments has a relatively small set of Igadistomers, common technology requirements, anibsidesign cycles. The Standard
Discrete and Standard Linear (SDT) business wiltiome to be managed separately as a third segikésegment reporting within
management’s discussion and analysis has beetestareflect this change.

In addition, as a result of a company-wide simgtifion effort, the allocation of selling, generatlaadministrative (SG&A) expenses to the
reporting segments was changed beginning in thedirarter of 2009. Starting in fiscal year 20Q8lyaedicated, direct SG&A spending by
the segments will be included in their operatingpime. All other corporate level SG&A spending Wil included in the corporate category.
Prior periods have been restated to reflect thésgh.

MCCC'’s main focus is to supply the mobile, compgtioonsumer and communication end market segmatitsnmovative power and signal
path solutions including our low voltage MOSFETewer Management IC’s, Mixed Signal Analog and Laggioducts. We seek to deliver
exceptional product performance by optimizing sitigprocesses and application specific design tefgapecific requirements for our
customers. This enables us to deliver solutionk giieater energy efficiency and smaller footpiiratrt is commonly available. With an
improvement in the economy, we expect a steadyleraton of new product sales especially for soluti targeted to the handset and
ultraportable market.

PCIA’s focus is to capitalize on the growing deméaidgreater energy efficiency in power suppliegttdéry chargers and automobiles. We are
a leader in power factor correction, low standbweoconsumption designs and innovative switchinmégues that enable greater efficiency
under load. Improving the efficiency of our custosi@roducts is vital to meeting new energy efficienegulations. Effectively managing 1
power conversion and initial voltage regulatiorpower supplies is one of the greatest opportunitiefiave to improve overall system
efficiency. We believe the growing global focusemergy efficiency will continue to drive growthftinis product line.

SDT products are core building block componentsifany electronic applications. This segment is mgto a more simplified and focused
operating model to make the selling and suppottiede products easier and more profitable. Theé dgérational structure and part portfolio
will enable SDT to capture market share and iner@asfits.

Results of Operations

The following table summarizes certain informatietating to our operating results as derived framunaudited consolidated financial
statements.
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Three Months Ended

March 29, March 30,
2009 2008
(Dollars in millions)

Total revenue $223.5 100.(% $406.: 100.(%
Gross margir 34.C 152% 1225 30.2%
Operating expense
Research and developmt 23.¢ 10.7% 29.¢ 7.2%
Selling, general and administrati 447 20.(% 60.1 14.8%
Amortization of acquisitio-related intangible 5.E 2.5% 5.€ 1.4%
Restructuring and impairmer 6.7 3.C% 0.2 0.C%

Total operating expens 80.7 36.1% 95.7 23.t%
Operating income (los! (46.7) -20.9% 26.¢ 6.€%
Other expense, n 5.2 2.4% 5.2 1.2%
Income (loss) before income tax (52.0) -23.% 21.€ 5.2%
Provision (benefit) for income tax 0.9 -0.4% 4.5 1.1%
Net income (loss $(51.7) -22.¢% $ 17.1 4.2%

Total Revenue. Total revenue in the first quarter of 2009 decrd&&E33.0 million, or approximately 45%, comparedh® same period in
2008. The decline in revenue was driven by a dsereaunit volumes due to reduced demand as a i&fsihle worldwide economic
downturn.

Geographic revenue information is based on theoousst location within the indicated geographic regibhe following table presents, as a
percentage of sales, geographic sales for the OtBer Americas, Europe, China, Taiwan, Korea atieeOAsia/Pacific (which for our
geographic reporting purposes includes Japan arghfore) for the three months ended March 29, 20@9March 30, 2008. The decrease in
the percentage of revenue in Taiwan resulted freadaction in demand for desktop and notebook caerpuThe percentage of revenue in
China increased as a result of new design winssandger demand for our smart power module prodarntshigh performance MOSFETS.
This increase in demand was driven by a governsmarisored household appliance subsidy progrannéorural Chinese population.

Three Months Ended

March 29, March 30,
2009 2008

U.S. 10% 8%
Other Americas 5 3
Europe 15 14
China 34 27
Taiwan 12 21
Korea 14 14
Other Asia/Pacific 10 13
Total 10C% 10(%

Gross Margin. In the first quarter of 2009 gross margin decreaggatoximately $88.5 million or approximately 7286,compared to the
same period in 2008. The decrease in gross margind to decreased revenue, lower unit volumehigher manufacturing costs as a result
of lower factory utilization due to lower demandiaefforts to reduce internal inventory.
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Operating Expenses. Research and development (R&D) and SG&A expensaedsed due to cost reduction efforts implement&aD08.
Our employee base was reduced, discretionary spgmdis cut and a number of temporary benefit réolugtvere implemented. In addition,
equity and variable compensation was reduced.

Restructuring and ImpairmeniDuring the three months ended March 29, 2009, werded restructuring and impairment charges, net of
releases, of $6.7 million. The charges include $5ilBon of employee separation costs, $0.3 millindease impairment costs for the
streamlining of warehouse operations and $0.2 onilin releases associated with the 2008 Infrastrad®ealignment Program. The charges
also include $0.8 million for the impairment of sedire associated with the 2009 Infrastructure Realient Program.

During the three months ended March 30, 2008, werded restructuring and impairment charges, netlefises, of $0.2 million. The
charges included $0.3 million of employee sepanatiosts and $0.1 million in reserve releases bsgb@ated with the 2007 Infrastructure
Realignment Program.

The remaining employee severance related accrastsmted with the 2008 Infrastructure Realignnfirogram are expected to be
substantially complete by the end of the secondtguaf 2009. This action impacts approximately4D,énanufacturing and non-
manufacturing personnel. We expect annualizedsashgs associated with the employee separatids cbapproximately $30.0 million by
the end of the second quarter of 2009. We achianedalized cost savings associated with the l@apaifment of approximately $0.7 milli
effective during the first quarter of 2009.

At the end of the first quarter of 2009, we annathplans to close the Mountaintop, Pennsylvaniaufaaturing facility as well as the four-
inch manufacturing line in Bucheon, South Korea. &k&cipate that the consolidation of the Southdéofabrication processes and the clc
of the Mountaintop facility will be completed byrli2010. We expect to incur restructuring chargeshiese closures beginningthre secon
quarter of 2009.

Other Expense, net.
The following table presents a summary of othereese, net for the three months ended March 29, 268March 30, 2008.

Three Months Ended

March 29, March 30,
2009 2008
(In millions)
Interest expens $ 6.3 $ 9.3
Interest incom (1.2 4.2
Other (income) expense, r 0.1 0.1
Other expense, n $ 5@ $ 5.2

Interest expensinterest expense for the first quarter of 2009 el@sed $3.0 million as compared to the first quat@008, primarily due to
lower interest rates on outstanding debt and laleét balances.

Interest incomelnterest income in the first quarter of 2009 deseeb$3.1 million as compared to the first quarfe2G®8, as a result of lower
invested balances in cash and cash equivalent®waed rates of return.

Income Taxes. Income tax benefit for the first three months 002@vas $0.9 million on loss before taxes of $52illan as compared to
income taxes of $4.5 million on income before taxk$21.6 million for the same period of 2008. Eifective tax rate for the first quarter of
2009 was 1.7% compared to 20.8% for the compagadied of 2008. The change in effective tax ratgrisarily due to shifts of income and
loss among jurisdictions with differing tax ratéseign currency revaluations of tax liabilitiesdagiscrete tax expenses as a result of
finalization of certain tax filings. In the firdttee months of 2009, the valuation allowance ondeferred tax assets increased by $4.2 mil
The overall increase did not impact our resultepdrations.

In accordance with Accounting Principles Board (ARBinion 23,Accounting for Income Taxes — Special Aredsferred taxes have not
been provided on undistributed earnings of foraigbsidiaries which are reinvested indefinitely.t@i@rnon-U.S. earnings, which have been
taxed in the U.S. but earned offshore, have antirumnto be part of our repatriation plan. For glu@rter ending March 29, 2009, we recor

a deferred tax liability of $0.4 million, with nenpact to the consolidated statement of operatiengeghave a full valuation allowance against
our net U.S. deferred tax assets.

21



Table of Contents

Reportable Segments.
The following tables present comparative discloswferevenue and gross margin of our reportablensets.
Three Months Ended

March 29, 2009 March 30, 2008
Gross Operating Gross Operating
Revenue % of total Margin% Income (loss Revenue % of total Margin% Income (loss
(Dollars in millions)
MCCC $ 97.7 43.1% 14.% $ (4.6) $197.C 48.5% 34.2% $ 45.¢
PCIA 101.t 45.5% 19.(% 3.C 166.¢ 41.1% 30.8% 29.4
SDT 24.1 10.£€% 1.2% (2.0 42.5 10.4£% 11.1% 2.7
Corporate (1 — — — (44.7) — — — (51.7)
Total $223.% 100.(% 152% $ (46.7) $406.c 100.(% 30.2% $ 26.€

(1) The three months ended March 29, 2009 incl$@e8 million of stock-based compensation expen84, fillion of restructuring and
impairments expense and $34.8 million of SG&A exgeen The three months ended March 30, 2008 inclB@l@smillion of stock-
based compensation expense, $0.2 million of resiring and impairments expense and $44.0 millioB@&A expenses

MCCC.MCCC revenue decreased approximately 50% in teetfiree months of 2009 as compared to the sanmd@ar2008. The decrease
in revenue was primarily driven by decreases in wwlumes due to overall market decline for semitartors, specifically in the computing

and handset markets, and a reduction in distributi@nnel inventory. Gross margin declined duestrehsed revenue as a result of lower

overall market demand as well as higher manufagjurosts due to lower factory utilization a resiilthe demand decrease and a reductic

internal inventory.

MCCC had operating loss of $4.6 million in theffitsree months of 2009, compared to operating irecof$45.8 million for the comparable
period in 2008. The decrease in operating incomedue to lower gross margin as discussed above. ®&DSG&A expenses decreased due
to reductions in our employee base, discretionpending and variable compensation. In additionjmgemented temporary benefit
reductions at the end of fiscal year 2008.

PCIA.PCIA revenue decreased approximately 39% in tisetfiree months of 2009 as compared to the saned@ar2008. The decline in
revenue was driven primarily by decreases in unliimes as a result of weaker demand in the powsslgunarkets supporting the comput
and consumer end markets as well as a reductidistiibution channel inventory. Gross margin destfirdue to lower revenue and unit
volumes and higher manufacturing costs as thetrebldwer factory utilization.

PCIA had operating income of $3.0 million in thesfithree months of 2009 compared to $29.4 millmrthe comparable period in 2008. The
decrease in operating income was due to lower gnasgin as discussed above. R&D and SG&A expernsedsed due to reductions in our
employee base, discretionary spending and var@bigensation. In addition, we implemented tempobayefit reductions at the end of
fiscal year 2008.

SDT.SDT revenue decreased approximately 43% in thetfiree months of 2009, as compared to the saniedpier2008. The decline in
revenue was primarily driven by decreases in usliimes due to reduced demand as a result of thielwide economic downturn. Gross
margin declined due to lower revenue and unit velsiand higher manufacturing costs as the residinar factory utilization.

SDT had operating loss of $1.0 million in the filstee months of 2009 compared to operating incoh$2.7 million for the comparable
period in 2008. The decrease in operating incomredue to lower gross margin as discussed above. ®&DSG&A expenses decreased due
to continued cost discipline and reduced variablamensation.
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Liquidity and Capital Resources

We have a borrowing capacity of $100.0 million ore@olving basis for working capital and generajpawate purposes, including
acquisitions, under our senior credit facility. March 29, 2009, $19.4 million was drawn on the feepand after adjusting for outstanding
letters of credit we had up to $78.9 million avhitaunder the senior credit facility. We had adufitil outstanding letters of credit of $1.1
million that do not fall under the senior creditifay. We also had $5.7 million of undrawn creftitilities at certain of our foreign
subsidiaries. These outstanding amounts do notdtrgyailable borrowings under the senior creditlitgic

Our senior credit facility, which includes $514.48lion in term loans and $100.0 million revolvinipé of credit, and other debt instruments
we may enter into in the future, impose variousriggons and contain various covenants that cdinid our ability to respond to market
conditions, to provide for unanticipated capitaléeatments or to take advantage of business opptesIrThe restrictive covenants include
limitations on consolidations, mergers and acqoiss#, creating liens, paying dividends or makinigeotsimilar restricted payments, asset
sales, capital expenditures and incurring indet#sslnamong other restrictions. The senior credilitiaalso limits our ability to modify our
certificate of incorporation and bylaws, or entgoishareholder agreements, voting trusts or siraif@ngements. In addition, the covenants
in the senior credit facility also include finanamaeasures, as defined by the credit agreemert, ati@ minimum interest coverage ratio of
to 1.00, a maximum net leverage ratio of 4.0 t@&0d a minimum four quarter trailing EBITDA (eargs before interest, taxes, deprecia
and amortization) less capital expenditures measu$80.0 million. The interest coverage ratiohis tatio of annualized interest expense to
the cumulative four quarter trailing EBITDA. The ximum net leverage ratio is the ratio of debt, kgggo $100 million (to the extent our
unrestricted cash on hand exceeds $200 milliorthea@umulative four quarter trailing EBITDA. EBITD) as defined by the credit agreement
excludes restructuring, narash equity compensation and other adjustmentsfased by the credit agreement. At March 29, 2009 were ir
compliance with these covenants. Based on ourmumedels through 2009, we expect to remain in d@npe with our credit facility
covenants. This expectation is subject to varisksrand uncertainties, including, among others rigk that our assumptions and
expectations about business conditions, expensksaah flows for the remainder of the year willi&ccurate.

Under our debt instruments, the subsidiaries afchdd Semiconductor Corporation cannot be regtdcexcept to a limited extent, from
paying dividends or making advances to FairchilthiBenductor Corporation. We believe that fundseaybnerated from operations, toget
with existing cash and funds from our senior créatitlity will be sufficient to meet our debt obéiions, operating requirements, capital
expenditures and research and development fundiedgsnover the next twelve months. We had capifamditures of $14.9 million in the
first three months of 2009.

We frequently evaluate opportunities to sell addisl equity or debt securities, obtain credit iie# from lenders or restructure our lotegm
debt to further strengthen our financial positi@ur debt rating as of March 29, 2009 by StandaciRoor’s is BB-. The sale of additional
equity securities could result in additional ditutito our stockholders. Additional borrowing or gginvestment may be required to fund
future acquisitions.

As of March 29, 2009, we had $9.5 million of unrgoized tax benefits, compared to approximately $8llfon at December 28, 2008. The
timing of the expected cash outflow relating to tiadance is not reliably determinable at this time.

During the first three months of 2009, our cashvgled by operating activities was $19.4 million quamed to $38.4 million in the same
period of 2008. The following table presents a samnof net cash provided by operating activitiesmythe first three months of 2009 and
2008.
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Three Months Ended

March 29, March 30,
2009 2008
(In millions)

Net income (loss $ (51.)) $ 171
Depreciation and amortizatic 37.€ 33.1
Non-cash stoc-based compensatic 2.€ 6.8
Deferred income taxes, n (3.6) 1.4
Other, ne 1.C 04
Change in other working capital accou 32.¢ (20.5

Net cash provided by operating activit $ 19. $ 38.2

Cash provided by operating activities decreaseddi@llion during the first three months of 2009casnpared to the same period of 2008.
The decrease was mainly due to decreased net inico2@99, offset partially by positive increaseoiur working capital accounts.

Cash used in investing activities during the filsee months of 2009 totaled $16.8 million compace#i29.4 million for the same period of
2008. The decrease in the use of cash is primidn@lyesult of lower capital expenditures in thetfthree months of 2009. Our capital
expenditures during the first three months of 2@@%e $14.9 million compared to $30.7 million in teme period in 2008.

Cash used in financing activities totaled $1.3ionillin the first three months of 2009 comparedd$nillion in the same period of 2008.
The increase in the use of cash was primarily duedreased principal payments of long-term debaddition, no cash was used for the
purchase of treasury stock in the first quarte2@d9.

Liquidity and Capital Resources of Fairchild International, Excluding Subsidiaries

Fairchild Semiconductor International, Inc. is ddirog company, the principal asset of which isstack of its sole subsidiary, Fairchild
Semiconductor Corporation. Fairchild Semicondutitéernational, Inc. on a stand-alone basis hadast dlow from operations and has no
cash requirements for the next twelve months.

Forward Looking Statements

This quarterly report includes “forward-looking t&ments” as that term is defined in Section 21EhefSecurities Exchange Act of 1934,
Forward-looking statements can be identified byubke of forward-looking terminology such as “weided,” “we expect,” “we intend,”

“may,” “will,” “should,” “seeks,” “approximately,™plans,” “estimates,” “anticipates,” or “hopefulgt the negative of those terms or other
comparable terms, or by discussions of our stratelgys or future performance. All forward-lookistements in this report are made based
on management’s current expectations and estimakésh involve risks and uncertainties, includihgs$e described below and more
specifically in the Risk Factors section. Amongsthéactors are the following: current economic utadety, including disruptions in the cre
markets, as well as future economic conditiondurfaito maintain order rates at expected levelkjriato achieve expected savings from cost
reduction actions or other adverse results frorsahaxtions; changes in demand for our productsiggsin inventories at our customers and
distributors; changes in regional or global ecorwaripolitical conditions (including as a resulttefrorist attacks and responses to them);
technological and product development risks, iniclgdhe risks of failing to maintain the right teaisome technologies or failing to
adequately protect our own intellectual propertgiagt misappropriation or infringement; availalildf manufacturing capacity; the risk of
production delays; the inability to attract anchnetkey management and other employees; riskecketatwarranty and product liability
claims; risks inherent in doing business intermally; changes in tax regulations or the migratdprofits from low tax jurisdictions to

higher tax jurisdictions; availability and costraiv materials; competitors’ actions; loss of kegtomers, including but not limited to
distributors; order cancellations or reduced bog&jrchanges in manufacturing yields or output; gigdificant litigation. Factors that may
affect our operating results are described in tis& Ractors section in the quarterly and annuabntspwve file with the Securities and
Exchange Commission. Such risks and uncertaintiekl@cause actual results to be materially diffefeam those in the forward-looking
statements. Readers are cautioned not to placesustiance on the forward-looking statements.

24



Table of Contents

Recently Issued Financial Accounting Standards

On January 1, 2008, we partially adopted Finankaiounting Standards Board (FASB) Statement of iiéied Accounting Standards (SFA
157,Fair Value Measurementdn accordance with FASB Staff Position (FSP) Z5Effective Date of FASB Statement 15ve deferred the
adoption of SFAS 157 for nonfinancial assets aailities including intangible assets, reportingtsimeasured at fair value in the first ste

a goodwill impairment test, and asset retiremetigabons. We fully adopted SFAS 157 on the firay of fiscal year 2009. This adoption did
not have an impact on our consolidated financialtmm and results of operations as of March 2920

In April 2009, the FASB issued three related SRafgitions; FSP 157-Determining Fair Value When the Volume and Leveéaiivity for

the Asset or Liability Have Significantly Decreasedl Identifying Transactions that Are Not OrdefgP FAS 115-2 and FAS 124-2,
Recognition and Presentation of Ot-Than-Temporary Impairmentand FSP FAS 107-1 and APB 28Fhterim Disclosures About Fair
Value of Financial Instrument$hese staff positions clarify the guidance in FAS for fair value measurements in inactive markeislify

the recognition and measurement of other-than-teampampairments of debt securities and requirediselosure of the fair values of
financial instruments in interim periods. Thesdfgtasitions are effective for interim and annugporting periods ending after June 15, 2009.
We have yet to determine the impact, if any, thase staff positions will have on our consoliddtedncial position and results of operations.

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

Reference is made to Part Il, Item 7A, Quantitatimed Qualitative Disclosure about Market Risk, @iréhild Semiconductor International’s
annual report on Form 10-K for the year ended Déxeer@a8, 2008 and under the subheading “QuantitatiebQualitative Disclosures about
Market Risk” in “Management’s Discussion and Anddysf Financial Condition and Results of Operatfoms page 52 of the Form 10-K.
There were no material changes in the informatierpvovided in our Form 10-K during the period c@ekby this Quarterly Report.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduregydesi to assure, as much as is reasonably possiiténformation required to be disclos
in reports filed under the Securities Exchanged®@934, as amended, is communicated to manageandniecorded, processed, summar
and disclosed within the specified time periodsoAthe end of the period covered by this repait, chief executive officer (CEO) and chief
financial officer (CFO) have evaluated, with thetmépation of our management, the effectivenesswfdisclosure controls and procedures.
Based on the evaluation, our CEO and CFO concltiusdhs of March 29, 2009, our disclosure contaold procedures are effective.

Inherent Limitations on Effectiveness of Controls

The company’s management, including the CEO and,@B€s not expect that our disclosure controlsuotirternal control over financial
reporting will prevent or detect all error andfadlud. A control system, no matter how well desiyaed operated, can provide only
reasonable, not absolute, assurance that the tepstem’s objectives will be met. The design abatrol system must reflect the fact that
there are resource constraints, and the benefisrdfols must be considered relative to theirsdstirther, because of the inherent limitati
in all control systems, no evaluation of contrads provide absolute assurance that misstatemeaettodrror or fraud will not occur or that
control issues and instances of fraud, if any, withe company have been detected. These inhéngtdtions include the realities that
judgments in decisic-making can be faulty and that breakdowns can doeaause of simple error or mistake. Controls ¢sm flze
circumvented by the individual acts of some persbgsollusion of two or more people, or by managatroverride of the controls. The
design of any system of controls is based in paxartain assumptions about the likelihood of fetevents, and there can be no assurance
that any design will succeed in achieving its stageals under all potential future conditions. Betipns of any evaluation of a control
effectiveness in future periods are subject tostigkver time, controls may become inadequate beaafushanges in conditions or a
deterioration in the degree of compliance with giek or procedures.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control dwancial reporting during the first three montli20609 that have materially affected, or
reasonably likely to materially affect, internaihtiml over financial reporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Patent Litigation with Power Integrations, IrOn October 20, 2004, we and our wholly owned stasidFairchild Semiconductor
Corporation, were sued by Power Integrations, imthe U.S. District Court for the District of Delare. Power Integrations alleges that
certain of our pulse width modulation (PWM) integd circuit products infringe four Power IntegraisdJ.S. patents, and seeks a permanent
injunction preventing us from manufacturing, selor offering the products for sale in the U.S.from importing the products into the U.S.,
as well as money damages for past infringementhive analyzed the Power Integrations patents lint 6§our products and, based on that
analysis, do not believe our products violate Powtagrations’ patents. Accordingly, we are vigaslyucontesting this lawsuit.

We also petitioned the U.S. Patent and Trademafikefior reexamination of all unexpired patentsrokaasserted in the case (those being all
asserted claims from three of the four patentsressan the case; the fourth patent has expirew),as a consequence the patent office
initiated reexamination proceedings on all of tholséms. In the first half of 2008, in the pateffiae’s first formal correspondence regarding
the validity of the patents, all of those assediaims were rejected by the patent office. In Delsen?008, the patent office issued final
rejections of 12 of 14 patent claims from two of three unexpired Power Integrations patents. Hltenp office has twice issued preliminary
rejections of all claims asserted by Power Inteégnatin the third unexpired patent.

The trial in the case was divided into three phaghs first phase, held in October 2006, was onrigément, the willfulness of any
infringement, and damages. On October 10, 200&yar¢turned a verdict finding that thirty-threeafr PWM products infringe one or more
of seven claims of the four patents being asseftee jury also found that our infringement was fwill and assessed damages against us of
approximately $34 million. The second phase ofttizg, held in September 2007 before a differeny,juwas on the validity of the Power
Integrations patents being asserted. On Septemb@0B7 a jury returned a verdict in the secondgphfinding that the four Power
Integrations patents asserted in the lawsuit did.vEhe third phase of the trial began on Septar@ie 2007, and covered the enforceability
of the patents. On September 24, 2008, the coled n the third phase, finding that the patentsemforceable.

On December 12, 2008 the judge overseeing theredseed the jury’s October 10, 2006 damages awand approximately $34 million to
approximately $6 million, and ordered a new trialvehether we willfully infringed Power Integratidresserted patents. The court also issued
a permanent injunction on a limited number of oundoicts enjoining us from making, selling or offerito sell the products in the U.S., or
from importing the products into the U.S. The judyéhe case has stayed the injunction while w& sdenger stay from the U.S. Court of
Appeals for the Federal Circuit. We voluntarilygped U.S. sales and importation of those produc2907 and now offer replacement
products worldwide.

Final judgment in the case is not expected untidrahe new trial on willfulness, scheduled to lmegjine 22, 2009. If the court in the new
willfulness trial finds that our infringement wasliful, the judge will have discretion to increatfe final approximately $6 million damages
award by up to three times the amount of the awEind.judge in the case has also awarded Powerratiegs pre-judgment interest. It is also
possible that we could be required to pay Powegirdtions’ attorne fees. The final damages award and injunctiorsabbgect to appeal ar
we expect to contest several aspects of the litigand to appeal on several grounds at the apptegime. If we choose to appeal, we would
likely be required to post a bond or provide otbecurity for some or the entire amount of the fitenages award during the appeal process.

On May 23, 2008, Power Integrations filed anotlagrduit against us, Fairchild Semiconductor Corponaénd our wholly owned subsidiary
System General Corporation in the U.S. District €far the District of Delaware, alleging infringemt of three patents. Of the three patents
claimed in this lawsuit, two are patents that wasserted against us and Fairchild Semiconductgrdation in the October 2004 lawsuit
described above. As mentioned above, the majofitigeoclaims asserted in the first lawsuit fromstiéwo patents have now received final
rejections from the patent office. On March 20, 20fe patent office granted our request for exepaexamination of the claims from the
third patent that was asserted against us, haemched the conclusion that the prior art presefgstastantial new question” as to the validity
of the asserted claims. We believe we have strefgndes against Power Integrations’ claims anchéhte vigorously defend this second
lawsuit.

On October 14, 2008, Fairchild Semiconductor Caapion and System General Corporation filed a péatdrihgement lawsuit against Power
Integrations in the U.S. District Court for the Dist of Delaware, alleging that certain PWM
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integrated circuit products infringe one or morawis of three U.S. patents owned by System GeriEnallawsuit seeks monetary damages
and an injunction preventing the manufacture, sake, offer for sale or importation of Power Intgrns products found to infringe the
asserted patents.

Patent Litigation with InfineorOn November 25, 2008, we and Fairchild Semicondu€tporation were sued by Infineon Technologies
AG, Infineon Technologies Austria AG, and Infinebechnologies North America Corporation in the WD&trict Court for the District of
Delaware. Infineon alleges that we infringe fivéineon U.S. patents and seeks a declaratory judgthahlnfineon does not infringe six of
our patents. On November 28, 2008, we answerebhfimeon complaint with denials of their claims amgr own counterclaims of
infringement. In our counterclaim we are asserthag certain Infineon products infringe one or moia@ms of six of our patents.

On November 28, 2008, Fairchild Semiconductor Crapon also filed a separate infringement actioaiagf Infineon Technologies AG and
Infineon Technologies North America Corporatiorthe U.S. District Court for the District of MainalJeging that Infineon infringes two of
our patents that Infineon did not raise in the Del@ case.

Both Infineon and we are asking for unspecified eyodamages, including enhanced damages for wiilifihgement, and a permanent
injunction.

Other Legal Claims From time to time we are involved in legal pratiegs in the ordinary course of business. We beligat there is no
such ordinary-course litigation pending that cdudde, individually or in the aggregate, a mateathlerse effect on our business, financial
condition, results of operations or cash flows.

We have analyzed the potential litigation outcofnes our current litigation in accordance with SFBSAccounting for Contingencies.
While the exact amount of these losses is not knevenhave recorded net reserves for potentiablitiqn outcomes in the consolidated
statement of operations, based upon our assessafghespotential liability using an analysis oétblaims and historical experience in
defending and/or resolving these claims. As of M8, 2009, our balance for potential litigationtamumes was $6.7 million.

ltem 1A. Risk Factors

A description of the risk factors associated witin business is set forth below. We review and updat risk factors each quarter. The
description set forth below includes any changesntbsupersedes the description of the risk faeteseciated with our business previously
disclosed in Part I, Item 1A of our Annual Repantfeorm 10-K for the fiscal year ended December2B88. The risks described below are
not the only ones facing us. Additional risks natrently known to us or that we currently believe emmaterial also may impair our busin
operations and financial condition.

The price of our common stock has fluctuated widelyn the past and may fluctuate widely in the future

Our common stock, which is traded on The New Yadck Exchange, has experienced and may continergerience significant price and
volume fluctuations that could adversely affecttierket price of our common stock without regarduo operating performance. In additi
we believe that factors such as quarterly flucartiin financial results, earnings below analysssimates and financial performance and
other activities of other publicly traded compariirethe semiconductor industry could cause thegpoicour common stock to fluctuate
substantially. In addition, in recent periods, oammon stock, the stock market in general and theket for shares of semiconductor
industry-related stocks in particular have exparéehextreme price fluctuations which have oftembg@related to the operating performance
of the affected companies. Any similar fluctuatioamshe future could adversely affect the markétgoof our common stock.

We maintain a backlog of customer orders that is syject to cancellation, reduction or delay in delivey schedules, which may result in
lower than expected revenues.

We manufacture products primarily pursuant to pasehorders for current delivery or to forecasteathan pursuant to long-term supply
contracts. The semiconductor industry is subjecapad changes in customer outlooks or unexpeatéd bps of inventory in the supply
channel as a result of shifts in end market densemdmacro economic conditions. Accordingly, manyhese purchase orders or forecasts
may be revised or canceled without penalty. Assaltewe must commit resources to the productioprofiucts without any advance purct
commitments from customers. Even in cases wherstandard terms and conditions of sale or othetractual arrangements do not permit a
customer to cancel an order without penalty, we fray time to time accept cancellations becausaafstry practice or custom or
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other factors. Our inability to sell products aftez devote significant resources to them could lzaneaterial adverse effect on both our levels
of inventory and revenues. While we currently badieur inventory levels are appropriate, the curghwbal economic uncertainty has
resulted in lower than expected demand, which ing&cted our customers’ target inventory levelhay tanage their business through this
period. Customer demand may also decrease furédpamndling on global macro economic conditions irf200e continue to carefully

manage our inventory and anticipate that demandimpgove toward the second half of 2009 as ourarusts place orders to replenish their
inventories, however our current business forelegst hampered by poor forward visibility and itlifficult to determine what demand will

be for at least the first half of 2009.

Downturns in the highly cyclical semiconductor indstry or changes in end user market demands could deice the profitability and
overall value of our business, which could causeéhtrading price of our stock to decline or have otér adverse effects on our financial
position.

The semiconductor industry is highly cyclical, ahd value of our business may decline during tlmwid’ portion of these cycles. As we
have experienced in the past, the current uncéytamd downturn in global economic conditions comégdjatively affect us and the rest of the
semiconductor industry, by causing us to experidra¥log cancellations and reduced demand for mduytts, resulting in significant
revenue declines, due to excess inventories atumiomers, especially in the technology and autwasectors. We may experience rene\
possibly more severe and prolonged, downturnsdrfuture as a result of such cyclical changes. Egedemand increases following such
downturns, our profitability may not increase beseof price competition that historically accomaniecoveries in demand. In addition, we
may experience significant changes in our profitigbas a result of variations in sales, changgsragduct mix, changes in end user markets
and the costs associated with the introductiore@f products, and our efforts to reduce excess tovies that may have built up as a result of
any of these factors. The markets for our proddefgend on continued demand for consumer electrenids as personal computers, cellular
telephones and digital cameras, and automotivesédtmid and industrial goods. These end user mank@ysexperience changes in demand,
such as the recent decreases we have experienageésdt of deteriorating global economic conditiothat could adversely affect our
prospects.

Our failure to implement, and also the completion ad impact of, our cost reduction initiatives couldadversely affect our business.

We have recently taken aggressive cost reductitorecin order to stay ahead of the economic enwirent. These actions include plans to
streamline and consolidate wafer manufacturinglbgieg our wafer manufacturing facility in Pennsava and closing our four-inch
manufacturing line in South Korea, an insourcinggoam to transition higher-cost outside subcontracto internal manufacturing, lowering
our materials costs, workforce reductions, and cgdns in employee benefits. We expect these agtigh simplify operations, improve
productivity and reduce costs.

We cannot guarantee that these actions will beessfally implemented, or will sufficiently help ieturning to profitability. Because our
restructuring activities involve changes to manyeass of our business, the cost reductions couldradly impact productivity and sales to
extent we have not anticipated. Even if we fullgexte and implement these activities and they géadne anticipated cost savings, there
may be other unforeseeable and unintended factasnsequences that could adversely impact ouitpabdfty and business.

We may not be able to develop new products to sdfyschanging demands from customers.

Ouir failure to develop new technologies, or reaahtanges in existing technologies, could matgrigdilay development of new products,
which could result in decreased revenues and aofossrket share to our competitors. The semicotwduedustry is characterized by rapidly
changing technologies and industry standards, hegetith frequent new product introductions. Oumaficial performance depends on our
ability to design, develop, manufacture, assenibkt, market and support new products and enhamteroe a timely and cost-effective
basis. New products often command higher prices ad result, higher profit margins. We may natsssfully identify new product
opportunities and develop and bring new productedoket or succeed in selling them into new custaapglications in a timely and cost-
effective manner. Products or technologies develdpeother companies may render our products dintdogies obsolete or noncompetiti
Many of our competitors are larger, older and wsthablished international companies with greatgimerering and research and development
resources than us. A fundamental shift in techriekgn our product markets that we fail to identifyrrectly or adequately, or that we fail to
capitalize on, in each case relative to our consti could have material adverse effects on ompagitive position within the industry. In
addition, to
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remain competitive, we must continue to reducesiies, develop new packages and improve manufagtyrélds. We cannot assure you |
we can accomplish these goals.

If some original equipment manufacturers do not deign our products into their equipment, our revenuemay be adversely affected.

The success of our products often depends on wh@takls, or their contract manufacturers, choosedorporate or “design in” our
products, or identify our products, with those frarimited number of other vendors, as approvediserin particular OEM applications.
Even receiving “design wins” from a customer doesguarantee future sales to that customer. Webraynable to achieve these “design
wins” due to competition over the subject produtiisctionality, size, electrical characteristicsobier aspect of its design, price, or due to
our inability to service expected demand from thsteamer or other factors. Without design wins, vaeilat only be able to sell our products
customers as a second source, if at all. If an @Edgns another supplier’s product into one odfplications, it is more difficult for us to
achieve future design wins with that applicationdese, for the customer, changing suppliers ingodignificant cost, time, effort and risk.
addition, achieving a design win with a customegginot ensure that we will receive significant rexefrom that customer and we may be
unable to convert design into actual sales.

We depend on demand from the consumer, original egoment manufacturer, contract manufacturing, industrial, automotive and
other markets we serve for the end market applicatins which incorporate our products. Reduced consumer corporate spending dug
to increased energy prices or other economic factercould affect our revenues.

Our revenue and gross margin guidance are baseertain levels of consumer and corporate spendfiogir projections of these
expenditures fail to materialize, due to reduceasomer or corporate spending from increased enmiggs or other economic factors, our
revenues and gross margins could be adverselytedfeleor example, beginning in the third quarte2@®8 and continuing into the fourth
quarter, we observed progressively weakening aates which we attribute to the current uncertaitgt deterioration in global economic
conditions. While order rates improved in the fgiearter of 2009, as compared to the fourth quaft@008, our current business forecasting
is hampered by poor forward visibility, as our OBk distributor end customers are cautious in thadking activity. While we cannot
predict how long this down cycle will last, we gm@actively taking actions to manage our businessugh it.

Our failure to protect our intellectual property ri ghts could adversely affect our future performanceand growth.

Failure to protect our existing intellectual prageights may result in the loss of valuable tedbg@s. We rely on patent, trade secret,
trademark and copyright law to protect such tecbgiels. These laws are subject to change. For icstdinere have been recent developments
in the laws and regulations governing the issuamckassertion of patents in the U.S., such as matldns to the rules governing patent
prosecution and court rulings on the issues offuliless, obviousness and injunctions, that maycatar ability to obtain patents and/or
enforce our patents against others. Some of obintdagies are not covered by any patent or paggpltcation, and we cannot assure you 1

» the patents owned by us or numerous other patdrithvhird parties license to us will not be indafied, circumvented,
challenged or licensed to other companie:

« any of our pending or future patent applicationt e issued within the scope of the claims sodmghtis, if at all.
In addition, effective patent, trademark, copyrightl trade secret protection may be unavailalvietdd or not applied for in some countries.

We also seek to protect our proprietary technokgrecluding technologies that may not be patentgohtentable, in part by confidentiality
agreements and, if applicable, inventors’ righteeaments with our collaborators, advisors, empleye® consultants. We cannot assure you
that these agreements will not be breached, thatilbave adequate remedies for any breach orghelh persons or institutions will not
assert rights to intellectual property arising ousuch research. Some of our technologies have lm@nsed on a non-exclusive basis from
National Semiconductor, Samsung Electronics andratbmpanies which may license such technologieshters, including our competitol

In addition, under a technology licensing and tfanagreement, National Semiconductor has limitgalty-free, worldwide license rights
(without right to sublicense) to some of our tedbgés. If necessary or desirable, we may seekdies under patents or intellectual property
rights claimed by others. However, we cannot asgouethat we will obtain such licenses or thattirens of any offered licenses will be
acceptable to us. The failure to obtain a licemsmfa third party for technologies we
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use could cause us to incur substantial liabilitied to suspend the manufacture or shipment ofygtedr our use of processes requiring the
technologies.

Our failure to obtain or maintain the right to use some technologies may negatively affect our finaradiresults.

Our future success and competitive position depepart upon our ability to obtain or maintain prigpary technologies used in our principal
products, which is achieved in part by defendiragnes by competitors and others of intellectual propinfringement. The semiconductor
industry is characterized by claims of intellectpadperty infringement and litigation regardingqratand other intellectual property rights.
From time to time, we may be notified of claimstéof implicit in offers to sell us a license to dmatcompany’s patents) that we may be
infringing patents issued to other companies, aaanay subsequently engage in license negotiategerding these claims. Such claims
relate both to products and manufacturing proce§sams though we maintain procedures to avoidngfrig others’ rights as part of our
product and process development efforts, it is issgae to be aware of every possible patent whighpooducts may infringe, and we cannot
assure you that we will be successful. Furthermaren if we conclude our products do not infringetaer’s patents, others may not agree.
We have been and are involved in lawsuits, anddcbetome subject to other lawsuits, in which @lisged that we have infringed upon the
patent or other intellectual property rights ofettompanies. For example, since October 2004,ave heen in litigation with Power
Integrations, Inc. See ltem 1, Legal Proceedings.i@volvement in this litigation and future intetitual property litigation, or the costs of
avoiding or settling litigation by purchasing licas rights or by other means, could result in figant expense to our company, adversely
affecting sales of the challenged products or tekdgies and diverting the efforts and attentiomf technical and management personnel,
whether or not such litigation is resolved in cavdr. We may decide to settle patent infringeméaitrs or litigation by purchasing license
rights from the claimant, even if we believe we ot infringing, in order to reduce the expenseaftinuing the dispute or because we are
not sufficiently confident that we would eventugisevail. In the event of an adverse outcome afendant in any such litigation, we may
required to:

* pay substantial damage

* indemnify our customers for damages they mightesuffthe products they purchase from us violateititellectual property rights
of others;

e stop our manufacture, use, sale or importatiomfoiniging products

» expend significant resources to develop or acquor-infringing technologies
» discontinue manufacturing processes

» obtain licenses to the intellectual property wefatend to have infringec

We cannot assure you that we would be successfuldh development or acquisition or that such Besnwould be available under
reasonable terms. Any such development, acquigitidicense could require the expenditure of sutigthtime and other resources.

We may not be able to consummate future acquisitienor successfully integrate acquisitions into oursiness.

We have made fourteen acquisitions of various sizese we became an independent company in 199Wearpdan to pursue additional
acquisitions of related businesses. The costsapfidng and integrating related businesses, offailure to integrate them successfully into
our existing businesses, could result in our compacurring unanticipated expenses and lossesddiitian, we may not be able to identify or
finance additional acquisitions or realize any @ptted benefits from acquisitions we do complete.

We are constantly pursuing acquisition opportusitiad consolidation possibilities and are freqyerthducting due diligence or holding
preliminary discussions with respect to possiblguégition transactions, some of which could be ificgent. No material potential acquisition
transactions are subject to a letter of intenttbeiwise so far advanced as to make the transastasonably certain.

If we acquire another business, the process ofiiateng acquired operations into our existing opens may result in unforeseen operating
difficulties and may require significant financralsources that would otherwise be available foiotigoing development or expansion of
existing operations. Some of the risks associaidfdacquisitions include:
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* unexpected losses of key employees, customerggiists of the acquired compar

» conforming the acquired comp¢'s standards, processes, procedures and contrblewibperations
e coordinating new product and process developn

» hiring additional management and other criticakpenel;

e negotiating with labor unions; ai

» increasing the scope, geographic diversity and ¢exitpg of our operations

In addition, we may encounter unforeseen obstamlessts in the integration of other businesseseagiire.

Possible future acquisitions could result in theuimence of additional debt, contingent liabiliteasd amortization expenses related to
intangible assets, all of which could have a materilverse effect on our financial condition andraging results.

We may face risks associated with dispositions oégets and businesses.

From time to time we may dispose of assets andhbases as part of our efforts to grow our mostitafwié product lines. When we do so, we
face risks associated with those exit activities|uding but not limited to risks relating to sewidisruptions at our customers, risks of
inadvertently losing other business not relatethéoexit activities, risks associated with our ifigbto effectively continue, terminate, modi
and manage supplier and vendor relationships onttments that may be affected by those exit aéisjtand the risks of consequential
claims from customers or vendors resulting fromehmination, or transfer of production of, affedteroducts or the renegotiation of
commitments.

We depend on suppliers for timely deliveries of rawnaterials of acceptable quality. Production time ad product costs could increase
if we were to lose a primary supplier or if we expgence a significant increase in the prices of ouraw materials. Product performance
could be affected and quality issues could devel@s a result of a significant degradation in the quigty of raw materials we use in our
products.

Our manufacturing processes use many raw matenalsding silicon wafers, gold, copper lead frapmasld compound, ceramic packages
and various chemicals and gases. Our manufactogatations depend upon obtaining adequate supgdliesv materials on a timely basis.
Our results of operations could be adversely agfédtwe were unable to obtain adequate supplieawfmaterials in a timely manner or if
costs of raw materials increased significantith# prices of these raw materials rise signifigantt may be unable to pass on the increased
cost to our customers, which would result in deseeamargins for the products in which they are uRegults could also be adversely
affected if there is a significant degradationha tjuality of raw materials used in our productsf the raw materials give rise to
compatibility or performance issues in our produatsy of which could lead to an increase in customirns or product warranty claims.
Although we maintain rigorous quality control syate errors or defects may arise from a suppliedmaterial and be beyond our detection
or control. For example, some phosphorus-containiolyl compound received from one supplier and ipoated into our products has
resulted in a number of claims for damages frontazusrs. We purchase some of our raw materials asidilicon wafers, lead frames, mold
compound, ceramic packages and chemicals and fyasesa limited number of suppliers on a just-ingifpasis. From time to time, suppliers
may extend lead times, limit supplies or increaseeg due to capacity constraints or other factfs.subcontract a minority of our wafer
fabrication needs, primarily to Advanced Semiconidutanufacturing Corporation, Central Semicondudf@anufacturing Corporation, Jilin
Magic Semiconductor, Macronix International Co. |.fhenitec Semiconductor and Taiwan Semicondidémufacturing Company. In
order to maximize our production capacity, somewfback-end assembly and testing operations aoesabcontracted. Primary back-end
subcontractors include Amkor, ASE, AUK, GEM Senrgcklana Semiconductor, Liteon, Tak Cheong Eleatsand UTAC Ltd. Our
operations and ability to satisfy customer obligasi could be adversely affected if our relationshith these subcontractors were disrupted
or terminated.

Delays in expanding capacity at existing facilitiesmplementing new production techniques, or incuring problems associated with
technical equipment malfunctions, all could adverdg affect our manufacturing efficiencies.
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Our manufacturing efficiency is an important fadtoour profitability, and we cannot assure you thie will be able to maintain our
manufacturing efficiency or increase manufactueffgciency to the same extent as our competitors. i®@anufacturing processes are highly
complex, require advanced and costly equipmenaadontinuously being modified in an effort to imoye yields and product performance.
Impurities or other difficulties in the manufactugi process can lower yields. We are currently eedag an effort to expand capacity at some
of our manufacturing facilities. As is common iretbemiconductor industry, we have from time to temperienced difficulty in completing
transitions to new manufacturing processes atiagisacilities. As a consequence, we have suffeledys in product deliveries or reduced
yields.

We may experience delays or problems in bringing manufacturing capacity to full production. Suaiays, as well as possible problem
achieving acceptable yields, or product deliverfage relating to existing or planned new capacityld result from, among other things,
capacity constraints, construction delays, upgi@dinexpanding existing facilities or changing puscess technologies, any of which could
result in a loss of future revenues. Our operatisylts could also be adversely affected by theeage in fixed costs and operating expenses
related to increases in production capacity if nesss do not increase proportionately.

Slightly less than two-thirds of our sales are mad® distributors who can terminate their relationships with us with little or no notice.
The termination of a distributor could reduce salesand result in inventory returns.

Distributors accounted for 61% of our net salesherquarter ended March 29, 2009. Our top fiveibistors worldwide accounted for 19%
of our net sales for the quarter ended March 20928s a general rule, we do not have long-terne@mgents with our distributors, and they
may terminate their relationships with us withlditor no advance notice. Distributors generallygoffompeting products. The loss of one or
more of our distributors, or the decision by onenare of them to reduce the number of our prodiey offer or to carry the product lines of
our competitors, could have a material adversecetfe our business, financial condition and resefitsperations. The termination of a
significant distributor, whether at our or the dhafitor’s initiative, or a disruption in the operats of one or more of our distributors, could
reduce our net sales in a given quarter and casldltrin an increase in inventory returns.

The semiconductor business is very competitive, esgally in the markets we serve, and increased corafition could reduce the value
of an investment in our company.

The semiconductor industry is, and the standardpom@nt or “multi-market” semiconductor product megekin particular are, highly
competitive. Competitors offer equivalent or simiarsions of many of our products, and customeag switch from our products to
competitors’ products on the basis of price, deliverms, product performance, quality, reliabiiiyd customer service or a combination of
any of these factors. Competition is especiallgrise in the multi-market semiconductor segmentusec is relatively easier for customers
to switch suppliers of more standardized, multikefiproducts like ours, compared to switching sigpplof more highly integrated or
customized semiconductor products such as proceesaystem-on-a-chip products, which we do notufeature. In the past we have
experienced decreases in prices during “down” &yitighe semiconductor industry, and this may oegain as a result of the recent
downturn in global economic conditions. Even imsty markets, price pressures may emerge as coorpeittempt to gain a greater market
share by lowering prices. Competition in the vasiouarkets in which we participate comes from corigsaaf various sizes, many of which
are larger and have greater financial and oth@uress than we have and thus are better able sm@acquisition candidates and can better
withstand adverse economic or market conditionsdaiition, companies not currently in direct contpet with us may introduce competing
products in the future.

We may not be able to attract or retain the technial or management employees necessary to remain coatitive in our industry.

Our continued success depends on the retentioreanaitment of skilled personnel, including tectabjanarketing, management and staff

personnel. In the semiconductor industry, the cditipe for qualified personnel, particularly expemced design engineers and other tech

employees, is intense, particularly in the “up”tpmrs of our business cycle, when competitors mayot recruit our most valuable technical
employees. There can be no assurance that weendble to retain our current personnel or rechgittey personnel we require.

If we must reduce our use of equity awards to compsate our employees, our competitiveness in the etapee marketplace could be
adversely affected. Our results of operations couldary as a result of the methods, estimates and jgdhents we use to value our stock-
based compensation.
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Like most technology companies, we have a histbrysimg broad-based employee stock programs taiteaand retain our workforce in a
competitive employment marketplace. Our succedsdepend in part upon the continued use of stotlong, restricted stock units, deferred
stock units and performance-based equity awardscasnpensation tool. We plan to seek stockholderaaal for increases in the number of
shares available for grant under the Fairchild $enductor 2007 Stock Plan as well as other amentintieat may be adopted from time to
time which require stockholder approval. If thesepmsals do not receive stockholder approval, wg noh be able to grant stock options and
other equity awards to employees at the same lagdls the past, which could adversely affect duiity to attract, retain and motivate
qualified personnel, and we may need to increaske campensation in order to attract, retain andvatgt employees, which could adversely
affect our results of operations.

The calculation of stock-based compensation expender SFAS 123(REhare-Based Paymentequires us to use valuation methodologies
and a number of estimates, assumptions and coonBisggarding matters such as the expected volaifliour share price, the expected life
of our options, the expected dividend rate wittpees to our common stock, expected forfeituresthrdexercise behavior of our employees.
There are no means, under applicable accountimgiplés, to compare and adjust this expense ifvdmeh we learn of additional information
that may affect the estimates that we previouslgenaith the exception of changes in expected itonfes of stock-based awards. Certain
factors may arise over time that lead us to changestimates and assumptions with respect todgiack-based compensation, resulting in
variability in our stock-based compensation expenas time. Changes in forecasted stock-based casagien expense could impact our
gross margin percentage, research and developmgenses, marketing, general and administrativeresggeand our tax rate.

We may face product warranty or product liability claims that are disproportionately higher than the \alue of the products involved.

Our products are typically sold at prices thatsagmificantly lower than the cost of the equipmenbther goods in which they are
incorporated. For example, our products that azerporated into a personal computer may be solddweral dollars, whereas the personal
computer might be sold by the computer maker feesd hundred dollars. Although we maintain rigaquality control systems, we
manufacture and sell approximately 18 billion indiwal semiconductor devices per year to custormensna the world, and in the ordinary
course of our business we receive warranty claonsdme of these products that are defective ardthaot perform to published
specifications. Since a defect or failure in ourdarct could give rise to failures in the goods thabrporate them (and consequential claims
for damages against our customers from their custe)nwe may face claims for damages that areafigptionate to the revenues and profits
we receive from the products involved. We atterttphugh our standard terms and conditions of sadecgher customer contracts, to limit
our liability by agreeing only to replace the défee goods or refund the purchase price. Neversisel@e have received claims for other
charges, such as for labor and other costs ofsieygalefective parts or repairing the products imtach the defective products are
incorporated, lost profits and other damages. titah, our ability to reduce such liabilities, wther by contracts or otherwise, may be
limited by the laws or the customary business jprastof the countries where we do business. Aneh @v cases where we do not believe we
have legal liability for such claims, we may chots@ay for them to retain a customer’s businesgoodwill or to settle claims to avoid
protracted litigation. Our results of operationsl #usiness could be adversely affected as a refsalsignificant quality or performance issue
in our products, if we are required or choose tpfoathe damages that result. For example, fro@120 2008 we received claims from a
number of customers seeking damages resulting ¢emtain products manufactured with a phosphorugatoing mold compound, and we
were named in lawsuits relating to these mold campaclaims.

Our international operations subject our company torisks not faced by domestic competitors.

Through our subsidiaries we maintain significantm@pions and facilities in the Philippines, Malay<China, South Korea and Singapore. We
have sales offices and customers around the wlplptoximately 70% of our revenues in first quai&€f2009 were from Asia. The following
are some of the risks inherent in doing businesaroimternational level:

» economic and political instabilit
» foreign currency fluctuation:

« transportation delay:

» trade restrictions
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» changes in laws and regulations relating to, amootyer things, import and export tariffs, taxatienvironmental regulations,
land use rights and proper

» work stoppages; ar
» the laws of, including tax laws, and the policiésh® U.S. toward, countries in which we manufaetour products

We acquired significant operations and revenues wimewe acquired a business from Samsung Electroniced, as a result, are subject
to risks inherent in doing business in Korea, inclding political risk, labor risk and currency risk.

As a result of the acquisition of the power de\basiness from Samsung Electronics in 1999, we kiregficant operations and sales in
South Korea and are subject to risks associatdddeiing business there. Korea accounted for 14&upfevenue for the quarter ended
March 29, 2009.

Relations between South Korea and North Korea baea tense over most of South Korea’s history,raack recent concerns over North
Korea'’s nuclear capability, and relations betwdenl.S. and North Korea, have created a globaligdssue that may adversely affect
Korean business and economic conditions. We caas®tre you as to whether or when this situatiohb&iresolved or change abruptly as a
result of current or future events. An adverse gean economic or political conditions in South Karor in its relations with North Korea
could have a material adverse effect on our Kosednsidiary and our company. In addition to othgkgidisclosed relating to international
operations, some businesses in South Korea areciubjlabor unrest.

Our Korean sales are increasingly denominated pilyria U.S. dollars while a significant portion ofuir Korean operations’ costs of goods
sold and operating expenses are denominated it auean won. Although we have taken steps toHéxdosts subject to currency
fluctuations and to balance won revenues and wets@s much as possible, a significant changdsrbilance, coupled with a significant
change in the value of the won relative to theatpltould have a material adverse effect on oanfiral performance and results of operat
(see Item 3, Quantitative and Qualitative Discleswabout Market Risk).

A change in foreign tax laws or a difference in theonstruction of current foreign tax laws by relevat foreign authorities could result
in us not recognizing any anticipated benefits.

Some of our foreign subsidiaries have been grgmteféérential income tax or other tax holidays agaentive for locating in those
jurisdictions. A change in the foreign tax lawsrmthe construction of the foreign tax laws govagihese tax holidays, or our failure
comply with the terms and conditions governingtdeeholidays, could result in us not recognizing émticipated benefits we derive from
them, which would decrease our profitability in$kqurisdictions. We continue to monitor the takdays, the income tax laws governing
tax holidays, and our compliance with the terms e@ortlitions of the tax holidays, to ensure thatdieent and future tax impacts on our
subsidiaries in these countries are anticipatedafirkd.

We have significantly expanded our manufacturing oprations in China and, as a result, will be increasgly subject to risks inherent
in doing business in China, which may adversely att our financial performance.

We expect a significant portion of our productioonf our Suzhou, China facility will be exported @fitChina, however, we are hopeful that
a significant portion of our future revenue wilktdt from the Chinese markets in which our prodacéssold, and from demand in China for
goods that include our products. Our ability torape in China may be adversely affected by chaigt®t country’s laws and regulations,
including those relating to taxation, import anghest tariffs, environmental regulations, land uiggats, property and other matters. In
addition, our results of operations in China afgjett to the economic and political situation thékée believe that our operations in China
in compliance with all applicable legal and regotgtrequirements. However, there can be no assertduat China’s central or local
governments will not impose new, stricter regulasior interpretations of existing regulations tivatild require additional expenditures.
Changes in the political environment or governnpaicies could result in revisions to laws or regjidns or their interpretation and
enforcement, increased taxation, restrictions quomts, import duties or currency revaluations. ddition, a significant destabilization of
relations between China and the U.S. could resufktstrictions or prohibitions on our operationsta sale of our products in China. The I
system of China relating to foreign trade is rekif new and continues to evolve. There can beentinty as to the application of its laws
and regulations in particular instances. Enforcdréexisting laws or agreements may be sporadicimplementation and interpretation
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of laws inconsistent. Moreover, there is a highrdegf fragmentation among regulatory authoritessilting in uncertainties as to which
authorities have jurisdiction over particular pastor transactions.

We are subject to many environmental laws and regations that could affect our operations or resulti significant expenses.

Increasingly stringent environmental regulatiorstniet the amount and types of pollutants thatlmameleased from our operations into the
environment. While the cost of compliance with eammental laws has not had a material adversetedffeour results of operations
historically, compliance with these and any futtegulations could require significant capital inwesnts in pollution control equipment or
changes in the way we make our products. In addibecause we use hazardous and other regulatediaisin our manufacturing process
we are subject to risks of liabilities and claimegardless of fault, resulting from our use, tramtgiion, emission, discharge, storage,
recycling or disposal of hazardous materials, iditlg personal injury claims and civil and crimiffiales, any of which could be material to
our cash flow or earnings. For example:

* we currently are remediating contamination at sofe@ur operating plant site

« we have been identified as a potentially respoagiarty at a number of Superfund sites where weyppredecessors) disposed
of wastes in the past; ai

» significant regulatory and public attention on thpact of semiconductor operations on the envirartmeay result in more
stringent regulations, further increasing our cc

Although most of our known environmental liabilgiare covered by indemnification agreements wityttikeon Company, National
Semiconductor, Samsung Electronics and Intersip@uaition, these indemnities are limited to condiithat occurred prior to the
consummation of the transactions through which eggigied facilities from those companies. Moreovez,cannot assure you that their
indemnity obligations to us for the covered liai®k will be available, or, if available, adequttgrotect us.

We are a leveraged company with a ratio of debt tequity at March 29, 2009 of approximately 0.5 to dwhich could adversely affect
our financial health and limit our ability to grow and compete.

At March 29, 2009, we had total debt of $533.9imilland the ratio of this debt to equity was apprately 0.5 to 1. As of March 29, 2009,
our senior credit facility includes $514.5 milliomterm loans and the $100 million revolving linfecoedit, of which $78.9 million remained
undrawn. In addition, there is a $150 million uncoitted incremental term loan feature. Despite r@dusome of our long-term debt, we
continue to carry substantial indebtedness whichdchave significant consequences. For examptauitd:

* require us to dedicate a portion of our cash flomrf operations to payments on our indebtedneshfigeducing the availability
of our cash flow to fund working capital, capitabenditures, research and development efforts trat general corporate
purposes

* increase the amount of our interest expense, beaaurtain of our borrowings (namely borrowings unolé senior credit facility)
are at variable rates of interest, which, if ingémates increase, could result in higher intezgpense

» increase our vulnerability to general adverse esoo@nd industry condition:

» limit our flexibility in planning for, or reactingp, changes in our business and the industry iclwvie operate
» restrict us from making strategic acquisitionstadticing new technologies or exploiting businegsoofunities;
* make it more difficult for us to satisfy our obligens with respect to the instruments governingindebtednes:
» place us at a competitive disadvantage comparedrtoompetitors that have less indebtednes

« limit, along with the financial and other restrigicovenants in our debt instruments, among ottieg$, our ability to borrow
additional funds, dispose of assets, repurchas& stopay cash dividends. Failing to comply witbgh
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covenants could result in an event of default whifchot cured or waived, could have a materialeade effect on our business,
financial condition and results of operatio

Despite current indebtedness levels, we may stiletable to incur substantially more indebtedness. burring more indebtedness could
exacerbate the risks described above.

We may be able to incur substantial additional rtdeéness in the future. Although the terms of tieglit agreement relating to the senior
credit facility contain restrictions on the incuroe of additional indebtedness, these restrictimasubject to a number of qualifications and
exceptions and, under certain circumstances, additindebtedness incurred in compliance with thestrictions or upon further amendment
of the credit facility could be substantial. AsJaine 2008, the senior credit facility permits bair@s of up to $100 million in revolving loa
under the line of credit and up to $150 million anthe uncommitted incremental term loan featur@ddition to the outstanding $514.5
million term loans that are currently outstandimgler that facility. As of March 29, 2009, adjusfedoutstanding letters of credit, we had up
to $78.9 million available under the revolving lgaertion of the senior credit facility. If new debtadded to our subsidiaries’ current debt
levels, the substantial risks described above winutéhsify.

We may not be able to generate the necessary amouwftcash to service our indebtedness, which may reige us to refinance our
indebtedness or default on our scheduled debt paymts. Our ability to generate cash depends on manwadctors beyond our control.

Our historical financial results have been, andfature financial results are anticipated to bédyject to substantial fluctuations, including &
result of the recent downturn in global econominditons. We cannot assure you that our businebgernerate sufficient cash flow from
operations, that currently anticipated cost savamgs$ operating improvements will be realized oresicie or at all, or that future borrowings
will be available to us under our senior creditiifgcin an amount sufficient to enable us to pay ;mdebtedness or to fund our other liquidity
needs. In addition, because our senior creditifiatias variable interest rates, the cost of thHmseowings will increase if market interest re
increase. If we are unable to meet our expensesdelidobligations, we may need to refinance adl portion of our indebtedness on or be'
maturity, sell assets or raise equity. We cannstir@syou that we would be able to refinance anyuofindebtedness, sell assets or raise e
on commercially reasonable terms or at all, whishl@d cause us to default on our obligations andaimpur liquidity. Restrictions imposed
by the credit agreement relating to our senioritfadility restrict or prohibit our ability to erage in or enter into some business operating
financing arrangements, which could adversely affeic ability to take advantage of potentially gtaible business opportunities.

The operating and financial restrictions and conésnan the credit agreement relating to our seaiiedit facility may limit our ability to
finance our future operations or capital needshgage in other business activities that may beumirgerests. The credit agreement imposes
significant operating and financial restrictionatthffect our ability to incur additional indebtexds or create liens on our assets, pay
dividends, sell assets, engage in mergers or atquos make investments or engage in other busiaetvities. These restrictions could pl.
us at a disadvantage relative to competitors rgjestito such limitations.

In addition, the senior credit facility also reqsrus to maintain specified financial ratios. Chifiy to meet those financial ratios can be
affected by events beyond our control, and we caassure you that we will meet those ratios. ABlafch 29, 2009, we were in compliance
with these ratios. A breach of any of these covenaatios or restrictions could result in an evafdefault under the senior credit facility.
Upon the occurrence of an event of default undestimior credit facility, the lenders could electieclare all amounts outstanding under the
senior credit facility, together with accrued irst, to be immediately due and payable. If we weble to repay those amounts, the lenders
could proceed against our assets, including arfgteoal granted to them to secure the indebtedtieth® lenders under the senior credit
facility accelerate the payment of the indebtedmeescannot assure you that our assets would fieisaf to repay in full that indebtedness
and our other indebtedness.

We have investments in auction rate securities thaubject us to market risk which could adversely déct our liquidity and financial
results.

As of the end of the first quarter of 2009, we oda@ction rate securities with a par value of $5illon and market value of $31.7 million.
We continue to accrue and receive interest on theserities based on a contractual rate. Howeleratiction rate security market is no
longer active and as a result these securities@tenger liquid. We do not believe the auctioui@s will materially impact our ability to
fund our working capital needs, capital expend&weother business requirements.
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
The company did not make any purchases of its awmmaon stock during the first quarter of 2009.

Item 6. Exhibits

Exhibit No. Description

31.01 Section 302 Certification of the Chief ExecutivefiGdr.

31.02 Section 302 Certification of the Chief Financiafi©dr.

32.01 Certification, pursuant to 18 U.S.C. 1350, as agldpursuant to Section 906 of the SarbaDeley Act of 2002, by Mark ¢
Thompson

32.02 Certification, pursuant to 18 U.S.C. 1350, as agdmursuant to Section 906 of the Sarbabrkey Act of 2002, by Mark ¢
Frey.

Items 3, 4 and 5 are not applicable and have beemdted.
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

Fairchild Semiconductor International, It
Date: May 8, 2009 /s/ Robin A. Sawyer
Robin A. Sawye
Vice President, Corporate Control
(Principal Accounting Officer
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Exhibit 31.01
CERTIFICATION

I, Mark S. Thompson, certify that:
1. I have reviewed this quarterly report on Forn-Q of Fairchild Semiconductor International, Ir

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or enittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(

this report;

4.  The registran$ other certifying officer and | are responsibledetablishing and maintaining disclosure contawmid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

d)

Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed
under our supervision, to ensure that materiairmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

Designed such internal control over financiglaring, or caused such internal control over foialhreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registratiisslosure controls and procedures and presentisisineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrales financial reporting;
and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrée’s auditors and the audit committee of the regit's board of directors

a)

b)

Date: May 8, 2009

All significant deficiencies and material weagses in the design or operation of internal corttvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

Any fraud, whether or not material, that invadveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/sl Mark S. Thompson
Mark S. Thompsol
Chairman, President and Chief Executive Off




Exhibit 31.02
CERTIFICATION

I, Mark S. Frey, certify that:
1. | have reviewed this quarterly report on Forn-Q of Fairchild Semiconductor International, Ir

2. Based on my knowledge, this report does notatorny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presentet

this report;

4.  The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

c)

d)

Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

Designed such internal control over financiglaing, or caused such internal control over faiakreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registradisslosure controls and procedures and presentadsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrales financial reporting;
and

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registre’s auditors and the audit committee of the regit’'s board of director:

a)

b)

Date: May 8, 2009

All significant deficiencies and material weakses in the design or operation of internal corttvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/sl Mark S. Frey

Mark S. Frey

Executive Vice President,

Chief Financial Officer and Treasut




Exhibit 32.01

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEBXLEY ACT OF 2002

In connection with the quarterly report of FairchBemiconductor International, Inc. (the “compamyfi)Form 10-Q for the period ended
March 29, 2009 as filed with the Securities andHaxge Commission on the date hereof (the “Repdrtfark S. Thompson, Chief
Executive Officer of the company, certify, pursutmil8 U.S.C. ss. 1350, as adopted pursuant 808sof the Sarbanes-Oxley Act of 2002,
that:

(1) The Report fully complies with the requirementsettion 13 (a) or 15 (d) of the Securities Exchafsgeof 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of the operations
of the company

Is/ Mark S. Thompson
Mark S. Thompson
Chief Executive Officer
May 8, 2009




Exhibit 32.02

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEBXLEY ACT OF 2002

In connection with the quarterly report of FairchBemiconductor International, Inc. (the “compamyfi)Form 10-Q for the period ended
March 29, 2009 as filed with the Securities andHiaxge Commission on the date hereof (the “Repdrttark S. Frey, Chief Financial
Officer of the company, certify, pursuant to 18 I€.Sss. 1350, as adopted pursuant to ss. 906 &aHemnes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13 (a) or 15 (d) of the Securities Exchafsgeof 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of the operations
of the company

/sl Mark S. Frey
Mark S. Frey

Chief Financial Officer
May 8, 200¢




